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PREFACE 


The Report of the Committee on Co-operative Land Development 
Banks was published by the Reserve Bank of India on 25 October 1975. 
In Chapter 1 of this Report, it was indicated in paragraph 14 as 
follows: 

Besides this Report which contains our observations and recom¬ 
mendations on various items of the terms of reference, it has been 
considered necessary to give separately by way of Appendixes, 
after suitable editing, copies of the reports of the Study Teams and 
Study Groups constituted by our Committee. 

Considering the comprehensive nature of the terms of reference 
and the fact that some of the terms needed very detailed examination, 
the Committee decided to profit from the long experience of certain 
persons associated with the working of land development banks. Thus, 
3 Study Groups were constituted to deal with certain issues of the terms 
of reference, viz., item (viii) on problems of financing small farmers; 
item (xiv) on sinking fund investment policy and item (xv) on policy 
regarding management personnel and co-ordination. In regard to 
item (ii) of the terms of reference, viz., the position of land development 
banks in co-operatively less advanced states, it was decided by the 
Committee to constitute a Study Team for each of the states. The 
Secretariat of the Committee prepared detailed guidelines and pro¬ 
formas and supplied the same to the conveners of each Team. The plan 
of study included, among other things, assessment of the overall working 
of the land development banks in the provision of investment credit 
for agriculture, visits to primary banks and discussions with officials 
and non-officials. 

This publication contains the above material in the form of 
Appendixes to the Report of the Committee. In this connexion the 
following points may be mentioned. 

First, the recommendations and suggestions made by the Study 
Groups and Study Teams were intended only for consideration by the 
Committee on Co-operative Land Development Banks which set up 
these Groups and Teams. The Committee has no responsibility in so far 
as the presentation of statistical data and other information is concerned, 
and also in respect of the observations and recommendations given in the 
Reports of the Study Groups and Study Teams. However, in preparing 
its Report, the Committee has made full use of the material contained 
in the Reports of the Study Groups and Study Teams. Thus, for 
purposes of implementation, what is relevant is the recommendation 
and suggestion given in the Report of the Committee already 
published. 

Second, while the material given in this publication has been 
edited in the Secretariat of the Committee, nothing has been done 
to alter or change the sense of the original. 
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Third, the Appendixes have been published separately in this 
book since it will be of interest to central co-operative land development 
banks and to others concerned. 

Fourth, apart from the Reports of the Study Groups and Study 
Teams set up by the Committee, this publication contains in 
Appendix 13 statistics for 1973-4 pertaining to the operations of 
co-operative land development banks. 

K. Madhava Das 
Chief Officer 

1 March 1976 

Agricultural Credit Department 
Reserve Bank of India 
Bombay 
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REPORT OF THE STUDY GROUP ON 
PROBLEMS OF FINANCING SMALL FARMERS BY 
LAND DEVELOPMENT BANKS 

Introduction 

The Governor, Reserve Bank of India, set up a Committee to examine 
various aspects relating to the working of co-operative land development 
banks. One of the terms of references of the Committee is to study the 
problems of financing small farmers and recommend the ways in which 
the needs of such farmers may receive due priority so that they may reap 
the benefits of long-term investment credit. The Committee at its first 
meeting decided to set up one Study Group to go into this problem in 
detail. The Study Group consisted of the following : 

1. Smt. S. Satyabhama Chairman 

Director 

Ministry of Agriculture 
Department of Agriculture 
Government of India 
Krishi Bhavan 
New Delhi 

2. Shri H. M. Joshi 
Managing Director 
Gujarat State Co-operative 

Land Development Bank Ltd. 

489, Ashram Road, Navrangpura 
Ahmedabad-9 

3. Shri M. M. Batra 
Managing Director 
Madhya Pradesh Rajya Sahakari 

Bhoomi Vikas Bank Ltd. 

Sultania Road 
Bhopal-1 

4. Shri S. A. H. Razvi 
Joint Registrar of Co-operative Societies 
Andhra Pradesh 
Hyderabad 


Member 


Member 


Member 


1 
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2. Shri S. S. Salgaonkar, Staff Officer of the Reserve Bank of India 
rendered secretarial assistance to the Study Group. The Study Group 
had 5 meetings. A few field studies of land mortgage banks/SFDA-MFAL 
development agencies were also undertaken by the Group as under: 

1. The Andhra Pradesh Co-operative Central Land Mortgage 
Bank Ltd., Hyderabad 

2. Uttar Pradesh Rajya Sahakari Bhumi Vikas Bank Ltd., 
Lucknow 

3. The SFDA/MFAL Development Agency, Nalgonda, Andhra 
Pradesh 

4. Rae-Bareli Branch of the Uttar Pradesh Rajya Sahakari Bhumi 
Vikas Bank Ltd., Lucknow 

Shri S. S. Salgaonkar undertook the field studies of the SFDA, 
Gurgaon, Haryana and the MFAL Development Agency, Mathura, 
Uttar Pradesh. 

3. Questionnaires were issued for collection of information and sugges¬ 
tions from the land development banks and the SFDA/MFAL agencies. 
Based on these, the Group has made certain recommendations. 

4. The Chairman and Members of the Study Group thank the 
Registrar of Co-operative Societies, Andhra Pradesh and Uttar Pradesh, 
the Chairman of the Uttar Pradesh Co-operative Land Development 
Bank, and the officers of the banks and the SFDA, Nalgonda for the 
assistance rendered to them. 

5. The Study Group also acknowledge the efficient and prompt 
secretarial help of Shri S. S. Salgaonkar. 

Background 

6. Farming in India is the major occupation supporting 69 per cent 
of the working force. The distribution of holdings is skewed with over 
40 per cent of the 50.7 million operational holdings being less than one 
hectare in size. The farmer households with holdings of less than two 
hectares form 62 per cent of the total number of households, but their 
share in the cultivated area is only 20 per cent. On the other hand, 
those with holdings of three hectares and above, though only 28.4 per 
cent of the total cultivator households, account for 70 per cent of the 
area. Even on the basis of ownership holdings, 35 per cent consist of 
holdings of less than 2.5 acres in size and 22.2 per cent consist of holdings 
between 2.5 and 5 acres. Thus, the numerically strong but economically 
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weak section of the rural community consists of small farmers with less 
than two hectares. At existing rates of growth of population and of non¬ 
farm employment, it is envisaged that the area of land surface per worker 
in agriculture would continuously diminish for some time in the future. 
Therefore, the problem of full and proper utilization of the small units 
of production assumes considerable importance. 

7. Small holdings though small in relation to the large number of 
small farmers are both sizeable and significant from the point of view 
of agricultural production. The participation of the small farmers in 
agricultural programmes based on new technology is essential from this 
point of view as also from the far-reaching socio-economic implications of 
leaving this large section of the cultivating population out of the ambit 
of new agricultural strategy. 

8. One of the major objectives of the Fourth Plan in the agricultural 
field is to extend the benefits of development to smaller cultivators and 
the under-privileged sections of the rural population. This is sought to 
be achieved by general measures extending to the country as a whole in 
the field of agricultural programmes, credit and animal husbandry. 
Specific schemes of SFDA/MFAL have also been taken up to enable the 
small cultivators to increase their productivity and income. These 
agencies are expected to investigate and identify the problems of the 
small cultivators, help them obtain services and supplies required, 
promote activities for investment in land and utilise the existing institu¬ 
tions and organisations for providing various services required for the 
small cultivators. The SFDA/MFAL agencies place considerable 
emphasis on improved and intensive agriculture and investment in minor 
irrigation and land shaping/improvement for the economic betterment 
of the small and marginal fanners. To attract institutional credit for 
these programmes, the agencies grant subsidies on capital cost of 
investment at 25% from SFDA areas and 33-1/3% from MFAL areas. 
In addition, they offer subsidies on a tapering scale for the additional 
field staff at one per block for the LMBs and one minor irrigation super¬ 
visor per PLMB. Risk Fund at 3% of the loans given to the identified 
participants is also contributed by the agencies. It was expected that long 
and medium-term investment loans of Rs 200 crores would be generated 
over a 5 year period. 

9. Modern agricultural technology involves investment in land as well 
as application of inputs for increasing production. While larger farmers 
could be expected to rely on their own resources for financing invest¬ 
ment to some extent, the small farmers are, prima facie, in need of 
institutional credit as they have hardly any surplus resources. Till 
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recently, the major institutional source of finance for investment in agri¬ 
culture was the land development bank. Field studies organized by the 
Rural Credit Review Committee have shown that a relatively small 
proportion of the total loans of the land development banks has gone to 
small cultivators. The Committee has observed that “it is not easy to 
see how far this reflects mere discrimination against farmers of this 
category. It is possible that the small cultivator’s limited access to invest¬ 
ment credit has resulted, to some extent, from the inadequacy of the 
security which he can offer, viz., his land, on the prevailing standards of 
valuation.” Dealing with the problem of uneconomic holdings, the 
Committee has observed that “in this respect, we consider that new 
possibilities have been opened up for combining irrigation facilities on 
the one hand with the use of high-yielding varieties and related dosages 
of fertilizers on the other, so as to lift the small cultivator from subsis¬ 
tence to commercial farming.” This Committee has suggested the follow¬ 
ing specific steps: 

“Rationalization of lending policies so as to determine the period of 
the loan with reference to the repaying capacity of the borrower 
and the liberalization of the policies in respect of valuation of 
security—which are now in progress—should, if actively pursued, 
help the small cultivators in obtaining long-term credit for invest¬ 
ment purposes. Joint loans for groups of small farmers for which 
already provision exists in Gujarat, Andhra Pradesh, etc., should be 
popularized. It may be examined whether some special risk funds 
may be established in the land development banks as in the central 
banks and agricultural credit societies or at least for loans such as 
those made to small fanners for investment in wells which may 
prove infructuous. Support by government to small farmers in the 
form of subsidies to the extent of a part of the cost of investment, 
free supply of rigs for digging wells, etc. may also help the flow of 
term credit to them. Credit for development purposes is bound to be 
increasingly based, in future, on a careful scrutiny of the individual 
circumstances of a borrower, likely returns from investment and 
estimated repaying capacity. It should, therefore, be easier for the 
long-term credit structure, than for the short-term and medium- 
term credit structure to take account of the contribution which any 
item of investment can make towards a small cultivator’s potential 
viability, and, on this basis, to provide credit for financing such 
outlays without being inhibited by apprehensions of default.” 

The Committee had, therefore, recommended that in the formulation 
of general lending policies of land development banks, account should 
be taken of the special problems of small farmers and means found, un der 
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intensively supervised credit programmes, to help them take up certain 
lines of investment either by undertaking them on a group basis or by 
being enabled to make the repayment over a fairly long period. 

10. The Fourth Plan envisaged that the co-operatives, in the field of 
long-term credit, would re-orient their policies and procedures in favour 
of small cultivators in the following manner: 

(a) If the resources available to a particular society are inadequate 
to meet the requirements of all its members, it will seek to 
ensure that the needs of the small cultivators are adequately 
met on a priority basis. 

(b) The larger cultivators will be called upon to contribute a 
relatively higher proportion of their borrowings towards share 
capital while the smaller cultivators will invariably be extended 
the facility of paying their share amount in convenient 
instalments. 

(c) Loaning policies of land development banks will be liberalized, 
e.g., liberalization in respect of valuation of landed property 
offered as security, issue of joint loans for groups of small 
cultivators, emphasis on the operational and economic viability 
of the proposed investment and not merely the value of tangible 
security and phasing of the repaying programme in accordance 
with the capacity of the small cultivators. 

(d) Bigger cultivators who can repay loans in shorter periods will 
be encouraged to avail of medium-term credit for investment, 
so that larger volume of long-term credit can be made available 
for small farmers from land development banks. 

11. In the course of the implementation of the two schemes of SFDA 
and MFAL development agencies, the lending policies and procedures 
of land development banks have been reviewed from time to time and 
certain liberalizations have been suggested. They are briefly: 

(i) Share capital contribution at 2% in the first year and 1% 
in each subsequent three years making a total of 5% for small 
and marginal farmers. 

(ii) Longer repayment periods as compared to the normal periods 
adopted for other farmers for minor irrigation and land 
improvement. 

(iii) A lower rate of 10% of down payment as compared to 20% 
under the IDA Credit Projects. 

(iv) Guarantees for deficit in security for small and marginal 
farmers. 
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12. In addition, the land development banks have been allowed certain 
concessions. In the SFDA areas, the primary land development banks 
are eligible to get financial support for the entire programme even 
though the percentage of overdues would entail them for a restricted 
programme only, according to general instructions. The Agricultural 
Refinance Corporation also allows 100% refinance for schemes for the 
benefit of small and marginal farmers in the project areas as against 
90% for minor irrigation schemes and 75% for other schemes in other 
areas. Recently, the Reserve Bank of India has advised the land develop¬ 
ment banks to earmark 20% of their total advances to the small and 
marginal fanners in all areas. 

13. The details of loans given by the land development banks to the 
cultivators with land holdings-below 5 acres, according to the statistics 
published by the RBI, are given below. 


Loans by LDBs to mall cultivators 

Rs in Thousands 



Total 

Upto 1 hectare 

1-2 hectares 

%°f 

No. of 
borrow¬ 
ers 

Amount 

No. of 
borrow¬ 
er* 

Amount 

No. of 
borrow¬ 
er* 

Amount 

to borrower* 
with less 
than 2 hec¬ 
tares to 
total 

advances 

1969-70* 

265259 

883112 

42230 

83326 

54076 

136006 

24.8 

1970-71t 

268986 

1009108 

36246 

115779 

81145 

222851 

33.5 

1971-2J 

288980 

1303781 

34607 

77053 

73099 

196053 

20.9 


♦Data in respect of Haryana, Jammu & Kashmir, Maharashtra, Karnataka, Orissa, 
Punjab and West Bengal not available for the year 1969-70. 

JData in respect of Gujarat, Kerala, Maharashtra, Orissa, Punjab and West Bengal 
not available for the year 1970-71. 

{Data in respect of Gujarat, Himachal Pradesh, Kerala, Maharashtra, Orissa, Punjab 
and West Bengal are not available. So far as Orissa, Punjab and West Bengal are concerned, 
the figures of total loans advanced are also not available. 

The state-wise data are given in Annexure I. 


14. In the SFDA/MFAL areas the long-term loans given by land 
development banks are as follows: 


As on 31-3-1971 
As on 31-3-1972 
As on 31-3-1973 
UP to 30-6-1973 


Rs Lakhs 
102.97 
783.60 
2,337.49 
2,785.22 
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It is evident from these figures that the quantum of advances 
to the small cultivators is low. 

15. A recent study on Credit Requirements for Agriculture conducted 
by the National Council of Applied Economic Research, New Delhi, 
on behalf of Ministry of Finance has also shown that “a much smaller 
portion of the aggregate loan disbursements by LDBs has been directed 
towards the smaller farmers compared with their larger counterparts. 
....Elaborate data available from 43 LDBs indicate that while the two 
upper categories of farmers (i.e., those owning more than 6 hectares 
and 4-6 hectares) accounted for 36 and 21 per cent of the total 
borrowings from the banks, the two lower categories of farmers (i.e., 
those owning 2-4 and up to 2 hectares) accounted for only 27 and 
16 per cent of the total.” This study has stated that with very few 
exceptions the amount obtained per loan application from the sample 
bank increased with the increase in the size of holdings. Extracts from 
this study are given below: 

“It is seen that in the case of 18 out of 27 banks considered, 
the proportion of applications received from very small farmers 
(up to 2 hectares) to the total number of applications was less than 
the percentage share of the number of such holdings in the total. 
On the other, in the case of 12 banks the proportion of farmers 
with more than 6 hectares applying for LDB loans was much 
higher than their corresponding share in the total number of 
holdings in the areas covered by these banks. But farmers belonging 
to the two other categories, viz., 2-4 and 4-6 hectares taken together 
approached for loans much more than in proportion to their 
combined relative numerical importance in the case of 17 banks.” 

“It is seen that generally speaking, the proportion of rejected 
applications from the smallest farmers was in fact slightly less than 
the overall proportion of rejections at the sample banks. The 
extent of rejections amount-wise was also less in respect of very 
small farmers than for all farmers taken together. However, it is 
pertinent to note that the number of applications filed in and the 
amount applied for are not quite satisfactory measures of the 
potential demand for loans. For, in many cases, loan applications 
were prepared and filed only with the concurrence of bank officials 
and reluctance on the part of the latter to entertain some applica¬ 
tions could have worked towards curtailing the actual amount 
sought for.” 

16. On a critical assessment of the lending operations of the land 
development banks, this study has observed that “with most sample 
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LDBs, the proportion of borrowers owning small holdings to the total 
number of borrowers and the proportion of quantum of loans taken 
by such farmers in the total were low. One of the reasons for this is 
that the present system of land valuation does not enable them to obtain 
adequate loans for the purposes they have in mind. True, the provision 
of long-term credit cannot but be more asset-oriented or liquidity-based 
than of short-term credit and a fully need-based credit system (as with 
crop loan schemes) carries with it a lending risk which the LDBs or 
any other credit institution can ill afford to adopt normally. However, 
an exclusively asset-oriented system of lending would lead to a denial 
of credit to the vast army of needy small farmers in the country. That 
is to say, it may be desirable to reduce the lending margin, particularly 
from the point of view of small farmers and also to grant loans on a 
joint basis to adjoining small land owners. If the annual repayment 
capacity of a small cultivator turns out to be less than normally 
stipulated, it needs to be considered whether he could be given loan for 
a longer period instead of curtailing the loan amount.” 

17. Compared to the percentage of land holdings held by the category 
of farmers with less than 2 hectares of holdings and the area of land 
held by them, it may, prima facie, seem that the land development 
banks are meeting their requirements adequately as compared to the 
total extent of cultivated land, by extending to them loans amounting 
to 33% of their total advances. However, as the entire credit needs of 
farmers for long-term investment is not being met by the land develop¬ 
ment banks, such a prima facie conclusion is inapplicable. The 
endeavour has, therefore, to be to increase the percentage of advances 
to borrowers in this category so that their needs for institutional credit 
are met in full. Nor, on the other hand, is it to be assumed that all 
farmers having holdings in this category up to 2 hectares will require 
or can be given long-term loans by the land development banks. By its 
very nature, investment credit has to be based on an appraisal of the 
technical feasibility and economic viability of the investment proposed. 
The objective, therefore, is that, subject to these criteria, the needs 
of the smaller cultivators are met adequately. 

18. The Working Group on Co-operation for the Fifth Plan constituted 
by the Government of India has recommended the following additional 
concessions/liberalizations in the loaning policies and procedures with 
a view to ensuring smooth flow of credit to the small and economically 
weak farmers : 

(i) If the resources available are inadequate in any land 
development bank to meet the requirements of all its 
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members, the bank should ensure that the needs of small 
cultivator are adequately met on a priority basis. The co¬ 
operative land development banks should adopt a positive 
policy of canvassing applications for the weaker sections. 

(ii) The loaning policies of co-operative land development banks 
may be liberalised in respect of valuation of landed property 
offered as security, issue of joint loans for groups of small 
cultivators and economic viability of the proposed investment 
rather than the value of the tangible security as the basis 
for loan. 

(iii) Bigger cultivators, who can repay loans in shorter periods, 
should be encouraged to avail themselves of medium-term 
credit for investment. 

(iv) There should be co-ordination between the development 
department, land development banks and central co-operative 
banks, at the district level and below', so that they do not 
follow diverse policies and programmes. Land development 
bank’s plans and target should be drawn up in conjunc¬ 
tion with Agriculture./Minor Irrigation/Soil Conservation 
departments. 

19. With regard to the guarantee by the state government to cover 
the deficit in security in respect of normal long-term loans to the weaker 
sections for development purposes, the Working Group suggested that 
the state governments may provide such guarantee for deficit in security 
but not for the deficit in respect of repaying capacity. Development 
loans may also be provided adequately by the co-operative land 
development banks to the small and economically weak farmers and 
that a portion of such loans may be for redemption of prior debts. 

20. In the ensuing paragraphs we deal with the present policies and 
procedures relating to advances by the land development banks, and 
the problems and suggestions in meeting the needs of small farmers with 
special reference to SFDA/MFAL project areas. 

Policies and Procedures for Financing Small Farmers 

21. To assess the present position of advances by land development 
banks to the small farmers, information* was called for from the land 

‘Sources of the data used are as under: 

(a) Distribution of ownership holdings/ : Census of India, 1961 Vol. I Part III(i) & (ii) 
cultivating households 

(A) Distribution of operational holdings : National Sample Survey (No. 113) 

(c) Classification of loans according to : Statistical Statements Relating to The Co- 
size of ownership holding and operative Movement In India—Part I— Reserve 

purposes Bank of India 



10 


STUDY GROUP ON FINANCING SMALL FARMERS 


development banks. The questionnaire sent to the banks is given in 
Annexure II. We have not collected information from the states and 
union territories which do not have separate land development banks. 
The main focus was on the quantum of loaning with reference to the 
pattern of land holdings, the policies and procedures particularly in 
valuation of securities and assessment of credit needs and special 
concessions introduced in favour of small farmers. Based on the replies 
received, a state-wise analysis has been made in the following paragraphs. 

Andhra Pradesh 

22. In Andhra Pradesh the distribution of cultivating households, 
operational holdings and the ownership holdings according to size of 
land in terms of percentages to the total was as indicated below : 



As percentage to total number 

Size of holding 

Cultivating 

households 

Operational 

holdings 

Ownership 

holdings 

5 acres to 7.49 acres 

13.2 

11.2 

12.8 




19.7 

Up to 2.49 acres 

37.6 

44.4 

39.4 


23. It may be seen from the above that the number of ownership hold¬ 
ings up to 5 acres is quite substantial, it being 59% of their total 
number. Of this, the ownership holdings up to 2.49 acres independently 
form more than one-third of the total number. Similar position obtains if 
we take into account the number of operational holdings. The number 
of operational holdings of more than 5 acres is only 35.4% of the total 
number, whereas it is 64.6% of the total number in the case of holdings 
up to 5 acres. Here again the holdings up to 2.49 acres predominate, its 
number constituting 44.4% of the total number of operational holdings. 
So far as the cultivating households are concerned, the position does 
not differ much. 

24. The classification of loans advanced by the land development banks 
in Andhra Pradesh during the years 1969-70 to 1971-2 according to 
the size of the ownership holding is given in Table 1. 

25. It will be seen that the quantum of loans for land-holding up to 
2 hectares in terms of percentage of the total loans has remained more 
or less the same during the three years from 1969-70 to 1971-2. In the 
case of 2-4 hectares group, however, a slightly upward trend is 
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discernible, the increase being at the expense of the higher holding- 
group. The share of each group has remained almost unchanged in the 
year 1971-2 despite heavy reduction in the total quantum in that year. 

26. The purpose-wise classification of loans advanced during the years 
1969-70 to 1971-2 is given in Table 2. 

27. The purpose-wise classification indicates a strong bias in favour of 
minor irrigation loans which take up more than 50% of the total loans. 
If we disregard the loans issued under the special schemes of the Agri¬ 
cultural Refinance Corporation the percentage goes up still further, viz., 
to 75%. It is also seen that the quantum of loans for purchase of tractors 
compares well with other types of loans in both the years. 

28. 'While the total demand was Rs 3,69,02 thousands as on 30 June 
1970, an amount of Rs 710 thousands represented overdue loan amount, 
forming 1.92 per cent of the total demand. The percentage of overdues 
to demand for the year 1970-71 was 1.45. 

29. As on 30 June 1973, the special schemes refinanced by the 
Agricultural Refinance Corporation involved a financial outlay of 
Rs 6029 lakhs while the same under SFDA programme involved an 
outlay of Rs 718 lakhs. Under the IDA projects, the total outlay is of 
the order of Rs 33.80 crores as under : 


Minor irrigation 

Rs Crores 
20.00 

Tractor and Tractor implements 

6.14 

Land levelling 

7.35 

Technical Assistance 

0.31 


33.80 


The usual concessions in regard to down payment and repayment period 
under IDA credit project arc available to small farmers. 

30. In Andhra Pradesh, 3 SFDAs and 2 MFAL development agencies 
have been established. Under the aegis of these agencies, long-term 
loans of Rs 0.22 lakh, Rs 16.34 lakhs and Rs 43.93 lakhs have been 
made available as on 30 June 1971, 1972 and 1973 respectively through 
the land development banks. Besides this, loans of Rs 13.72 lakhs and 
Rs 23.32 lakhs have been made available under the SFDA/MFAL 
development agencies programmes by the commercial banks as on 
30 June 1972 and 1973 respectively. The quantum of loans has thus 
more than doubled in the year 1972-3. 
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31. As in other states, long-term loans are sanctioned in Andhra 
Pradesh for various purposes such as sinking of wells, installation of 
oil/electric engines, purchase of tractors, construction of farm houses, 
levelling and bunding of land etc. and raising of fruit gardens. The 
period of repayment varies from 7 to 15 years as per the purpose of 
loan. The maximum loan amount also varies from Rs 2,500 to Rs 10,000 
depending again on the purpose for which loan is sanctioned. The 
eligibility of a borrower for loan is fixed at 50% of the value of land 
as determined by the government for each category of land and for 
each taluk. To help the farmers in getting sufficient loan for sinking 
of wells, the value of well-aided lands is taken up to 5 acres in the case 
of dug-wells and up to 10 acres in the case of tubewells subject to the 
condition that such valuation does not exceed the full value of the land 
in undeveloped condition. In the case of pumpsets, 50% of the value of 
the machinery is also added to the loan eligibility. The loans are 
disbursed in two to three instalments, the 2nd and 3rd instalments being 
disbursed after obtaining utilisation certificate in respect of the earlier 
instalment. The loan for agricultural machinery such as pumpsets, 
tractors etc., is, however, disbursed in one instalment. The minimum 
land holding required for sanction of loan ranges between one acre 
(command area) for sinking of wells to 15 acres of cropped area for 
power sprayers. The practice of sanctioning joint loans to a group of 
small farmers for wells and other purposes has been introduced. While 
sanctioning the loan, not only the adequacy of security is considered 
but the repaying capacity worked out on the basis of incremental income 
expected to be generated out of new investment, is also considered. The 
rate of interest charged by the CLMB to PLMB and by the latter to 
the borrower was 7%% and 9% respectively before 1 July 1973 which 
was raised to 8% and 9%% as from 1 July 1973. 

32. The various fees required to be paid by a borrower are as under: 

(1) Admission fee 50 paise. 

(2) Valuation fee @ %% of the investment cost subject 

to a minimum of Rs 3 and a 
maximum of Rs 30/- 

(3) Encumbrance certi- For loan amount up to Rs 2,000—Nil. 

ficatc fee For loan amount above Rs 2,000— 

10 %. 

(4) Village officers fee Re 1 for every thousand rupees of 

loan subject to a minimum of Rs 3 
and a maximum of Rs 20/- 

(5) Share capital @ 6% of loan amount for the loan 

up to Rs 7,500 and 

@7 %% for loans exceeding Rs 7,500. 
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33. With the increasing emphasis on helping the small farmers to as 
great an extent as possible, the land development bank in the state 
has introduced certain liberalizations in its lending policy. These 
comprise the following: 

(1) 75% of the total estimated value of the land is the loan 
eligibility so far as small and marginal farmers are concerned. 

(2) The small and marginal farmers are exempted from making 
down payments. 

(3) The admission fee is restricted to Rs 5/- only. 

(4) The period of loan is extended to 15 years for small/marginal 
farmers. 

(5) Share capital contribution can be made in three instalments. 


34. The strength of field staff of supervisors for each PLMB is fixed 
with reference to the amount of loans outstanding and ranges from 
17 supervisors for loans exceeding Rs 100 lakhs to 3 supervisors for 
loans below Rs 10 lakhs. Besides these supervisors, one engineering 
supervisor is also appointed wherever loans are in excess of Rs 25 lakhs. 

Assam 

35. In Assam, the number of cultivating households, operational 
holdings and ownership holdings according to size of land as percentage 
of total number was as under: 


As percentage to total number 


Size of holding 

Cultivating 

households 

Operational 

holdings 

Ownership 

holdings 

5 acres to 7.49 acres 

16.1 

13.9 


2.50 acres to 4.99 acres 

34.9 

31.4 

32.8 

Up to 2.49 acres 

32.9 


33.1 


These data reveal that the number of ownership holdings up to 5 acres 
is quite high at 65.9% of the total number. The position in respect 
of operational holdings and cultivating households is also somewhat 
the same. 

6. The long-term loans advanced by the land development bank in 
the state during the years 1969-70 to 1971-2 according to the size of 
land-holding are given in Table 3. 
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37. It will be seen that the share of the borrowers with land up to 
2 hectares in the total loans had gone up from 45.60% in 1969-70 to 
57.59% in the year 1970-71 while that of borrowers in the higher group 
of land holding fell. Even in 1971-2, though the share of the holders 
of land up to 2 acres has recorded a fall, it continues to be substantial 
at 69.70% of the total loans. The percentage of loans advanced to 
borrowers with more than 4 hectares has gone down as compared to the 
year 1970-71, it being only 1.63 in the year 1971-2. 

38. The purpose-wise classification of loans advanced by the land 
development banks during the years 1969-70 and 1970-71 shows that 
a higher percentage of total loans, viz., little less than 50% is accounted 
for by loans granted for levelling, bunding, reclamation and fencing of 
land. The loans advanced for minor irrigation works formed a very 
negligible proportion of the total loans, the position having improved 
to some extent in the year 1970-71. The classification of loans is as 
given in Table 4. 

39. The recovery performance of the land development bank was not 
satisfactory in both the years of 1969-70 and 1970-71. The percentage 
of overdues to demand in these two years was quite high at 58.55 and 
57.52 respectively. 

40. The ARC-refinanced schemes involved an outlay of Rs 187 lakhs 
as on 30 June 1973 while no such schemes have so far been sanctioned 
under the aegis of SFDA/MFAL projects. No schemes under the IDA 
credit project have been sanctioned in this state. 

41. As on 30 June 1973, the long-term credit dispensed under the 
programmes of two SFDAs and two MFAL development agencies was 
of the order of Rs 1.57 lakhs only. All this credit was made available 
through the commercial banks and was advanced only in the year 
1972-3. Thus, though the agencies were established in 1970-71, long¬ 
term credit through the co-operatives had not been made available under 
the programmes of these agencies so far. 

42. As per the policy followed for the sanction of long-term loans, 
the investment credit is made available for purposes such as sinking 
of wells, deepening/reconstruction of existing wells, installation of pump- 
sets and persian wheels, purchase of tractors etc. The period of 
repayment varies from 10 to 15 years according to the amount of the 
loan. Thus, loans up to Rs 1,000/- are repayable in 10 years while 
those above Rs 1,000/- are repayable in 15 years. So far, the scale 
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of finance for various purposes has not been fixed by the land develop¬ 
ment bank, but the same is under its active consideration. At present, 
the quantum of loan is calculated on the basis of the estimate of the 
scheme or the purpose of the loan. So far as loan eligibility is concerned, 
it is 50% of the value of land offered as security subject to a maximum 
of Rs 25,000/- in the case of an individual and Rs 40,000/- in the case 
of a farming co-operative society. Loans of Rs 5,000/- and less are 
disbursed in one instalment while loans in excess of Rs 5,000/- are 
disbursed in two or three instalments. However, so far as the tractor 
and other agricultural implements loans are concerned, they are 
disbursed in one instalment irrespective of the amount involved. The 
actual requirements of loans constitute the basis on which the loan is 
sanctioned. Loans for productive purposes receive priority. At present, 
joint loans are not being sanctioned but a proposal for sanction 
of such loans is being considered. There is no minimum size of land 
which is required before the borrower can be considered eligible for 
sanction of loan. However, 3.25 acres of land holding is considered 
economically viable. The CLMB charges interest to the PLMB @ 8%% 
while the latter charges interest at 10% to the borrower. 

43. The state land development bank has not fixed norms for appoint¬ 
ment of field staff of supervisors though it is accepted that the number 
of loan applications should form the basis for appointment of supervisory 
staff. However, taking into account the size of the area of a PLMB, 
appointment of two supervisors for some of the PLMBs is considered 
inadequate by the bank. At present, there are in all 21 supervisors in 
16 PLMBs, there being two supervisors for 5 of them and one each for 
the remaining. The strength of supervisory staff is proposed to be raised 
from one to two shortly. Besides this, there are two inspecting officers 
at the CLMB for inspection and supervision of the PLMBs. 

44. The details of various charges/fees payable by the borrower are 
as under:— 


(i) One share Rs 10/- 

(ii) Admission fee Re 1/- 

(iii) Application fee Re 1/- 

(iv) Administrative cost Rs 10/- 

(v) Legal fees Rs 5/- 


After sanction of loan, the borrower has to subscribe to the share capital 
at the rate of 10% of the loan sanctioned. No concessions have been 
extended to the small/marginal farmers in any respect. 
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Bihar 

45. The data in regard to the number of cultivating households, 
operational holdings and ownership holdings as percentage to total 
number according to the size of land holding are as under in the state: 


Size of land holding 

As percentage to total number 

Cultivating 

households 

Operational 

holdings 

Ownership 

holdings 

5 acres to 7.49 acres 

12.3 


11.4 

2.5 acres to 4.99 acres 

23.3 


21.8 

Up to 2.49 acres 

48.1 

55.3 



46. These data reflect the predominance of the small size holdings in 
all the categories. The ownership holdings up to 5 acres form substantial 
proportion of the total number of holdings, it being 72%. Similarly, the 
percentage of the number of cultivating households with land up to 5 
acres and operational holdings of 5 acres and less is also very high, it 
being 71.4% and 76.1% respectively of the total number of cultivating 
households and operational holdings. 

47. The classification of long-term loans advanced according to the 
size of land holding during the three years 1969-70 to 1971-2 is given 
in Table 5. 

48. It will be seen that while there was a trend in favour of small 
farmers in 1970-71 when their share in the total loans went up from 
17.16% in 1969-70 to 46.56% in 1970-71 it had gone down consider¬ 
ably in 1971-2 to 10.54%. The largest beneficiaries of the increase in 
total loans in 1971-2 were the borrowers having land between 2 and 4 
hectares. One noteworthy feature is that the proportion of loans issued 
to holders of land above 8 hectares has been going down continuously. 

49. The purpose-wise classification of loans issued by the land develop¬ 
ment bank during the years 1969-70 and 1970-71 is given in Table 6. 

50. In both the years and particularly in 1969-70 the loans for tractors 
occupied an important position while in 1970-71 the loans for pump sets 
etc. went up considerably accounting for more than two-thirds of the 
total loans. The loans for sinking of wells etc. formed a very low propor¬ 
tion of the total loans in both the years. 



POLICIES and procedures: Bihar 


21 




TABLE 6 


22 


STUDY GROUP ON FINANCING SMALL FARMERS 


CL.C 

8 « 

tlNs-i 

s-s *« 

rc S 

Ls»*i 

u C O C3 


v g _oc 

c3 CT 1 ’^ 

^3 a a 


c 

w u c c 
(U.o 5 5 


ftg'P rt 

S § 5 c 

o-C-g « 


xr w S 

•SjS-Bja 
•S « a s 
« 5 £2 

si » 

.O C G 

C g 


1 nd 
bo-§ t 3 g 
.3 i> S -3 

If! 1 

o c g c 

fr. 3 *■< Si 


374 — — 1219 



POLICIES AND PROCEDURES: BIHAR 


23 


51. As against the total demand of Rs 5314 and Rs 18807 thousands 
in 1969-70 and 1970-71 respectively, the overdues of the land develop¬ 
ment bank amounted to Rs 1714 and Rs 5934 thousands. The percent¬ 
age of overdues to demand thus worked out to 32.25 and 31.55 for 
1969-70 and 1970-71. 

52. Under the ARC-refinanced schemes, minor irrigation, land reclama¬ 
tion etc., projects involving an outlay of Rs 1422 lakhs have been 
sanctioned as on 30 June 1973. There are, however, no schemes which 
are sponsored by the SFDA/MFAL development agencies and refinanced 
by the Agricultural Refinance Corporation. Similarly, no IDA credit 
project had been in operation in the state. 

53. The 3 SFDAs and 2 MFAL development agencies have together 
sponsored long-term loans through the co-operatives and the commercial 
banks during the years 1970-71 to 1972-3 as under: 


Rs lakhs 


Year 


Amount of Loans 

Through Land 
Development 
Bank 

Through 

Commercial 

Banks 

Total 

1970-71 

0.91 

N.A. 

0.91 

1971-2 

5.63 

9.53 

15.16 

1972-3 

47.19 

65.40 

112.59 

The 

loans sanctioned with 

the assistance of 

the SFDAs/MFAL 


development agencies have shot up from Rs 0.91 lakh in 1970-71 to 
Rs 112.59 lakhs in 1972-3 registering an increase of Rs 111.68 lakhs 
in the loans sanctioned within a period of two years. 

54. As in other states, long-term loans in Bihar are sanctioned for a 
variety of purposes for a period of 7 to 15 years depending upon the 
purpose of loan. The quantum of loan depends upon the estimate of 
cost of investment. In the case of tractors and other machinery, loans 
are sanctioned up to the full cost of the tractors and the machinery. 
These loans are sanctioned up to 50% of the value of land offered as 
security. The valuation of land is done on the basis of sale statistics in 
respect of similar land in the vicinity. In the cases of uncovered gap 
between the value of security and the actual amount of developmental 
credit, the prospective or the anticipated increase in the value of land 
after improvement is also taken into consideration. The loans sanctioned 
are disbursed in two or three instalments. The loans for sinking of wells 
are paid to the executing agencies while the loan for machinery is paid to 
the supplier. While sanctioning a loan, the adequacy of security offered 
and the repaying capacity on the basis of incremental income generated 
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on account of the development are considered. The practice of sanction¬ 
ing joint loans to a group of small farmers is in vogue. For eligibility 
purpose, no minimum limit as such for land holding has been laid down. 
However, for minor irrigation purposes, it is ensured that the borrower 
has adequate land to fully use the water. As far as the loans for pump- 
sets and tractors are concerned, the minimum land holding required is 
3 and 20 acres respectively. The rate of interest charged to the ultimate 
borrower is 9j/a%. 

55. The details of various charges/fees payable by the borrower are 
as indicated below:— 

(1) Admission fee Re 1 

(2) Share Rs 25 

(3) Administration fee 50 paise per Rs 100 with a 

minimum of Rs 10 and a maxi¬ 
mum of Rs 30 

(4) Legal fee Rs 5 per Rs 1000 with a mini¬ 

mum of Rs 5 and a maximum of 
Rs 20 

(5) Additional share contribu- 5% of the loan advanced, 
tion after sanction of loan 

56. The norms adopted for appointment of field staff of supervisors arc 
one supervisor/LVO for 200 new cases and one supervisor/LVO for 
400 old cases. The ratio between LVO and supervisor is 1:2. The pay 
scale of supervisor is Rs 220-315 while that for LVO is Rs 296-460. 

57. Concession to the small/marginal farmers only in the matter of 
administration fee is admissible. This fee is not charged for loans up 
to Rs 500 for them while it is only Rs 5 for loans above Rs 500 and 
up to Rs 1500. 

Gujarat 


58. Following are the data in respect of the number of cultivating 
households, operational holdings and ownership holdings as percentage 
to the total number according to size of land in the state. 
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These data show that the number of ownership holdings up to 5 acres 
is less than half the total number and those of 7.50 acres and more 
constitute almost half the total number. Same pattern is revealed in 
regard to the number of operational and cultivating holdings, the opera¬ 
tional and cultivating holdings of 7.50 acres and above being more than 
nearly half the total number and those up to 5 acres being only 34.1 
and 35.1% respectively of the total number. 

59. The data regarding loans advanced by the land development banks 
in the state during the years 1969-70 to 1971-2 according to size of 
ownership of land are not available. However, according to the study 
carried out in two areas in Gujarat by the Agro-Economic Research 
Centre of Sardar Patel University, Vallabh Vidyanagar, a relatively 
small proportion of the small farmers had been able to get the benefit 
of land development bank’s financing in the years 1966-7 and 1967-8. 
The report in this regard has stated that while the land holding up to 
5 acres constituted nearly 47% of the total land holdings in the state, 
the borrowers out of the same group constituted only 13 and 17 per cent 
of the total borrowers during the above two years. It has been further 
stated that along with the increase in the size of land holding, the share 
of successive holding groups in the land development bank loans in¬ 
creased inspite of the fact that their share in total holdings decreased. 

60. The purpose-wise classification of loans advanced by the land 
development bank is given in Table 7. 

61. It may be seen that the long-term loans advanced for minor 
irrigation works formed more than 75% of the total loans in both the 
years. In 1970-71, there was increase in the loans advanced for purchase 
of tractors and for purchase of land and acquiring ownership rights, 
the loans for the latter purpose being nil in the year 1969-70. 

The percentage of overdues to demand in the years 1969-70 and 
1970-71 was 16.1 and 12.6 respectively. 

62. As on 30 June 1973, the total loans sanctioned under the ARC- 
refinanced schemes stood at Rs 8662 lakhs. There are no ARC-refinanced 
schemes in the SFDA/MFAL projects in the state. The IDA credit 
project has an outlay of Rs 49.48 crores for the following schemes: 

Rs Crores 

(1) Minor irrigation 41.00 

(2) Farm mechanisation 8.25 

(3) Consultancy services 0.23 

Smaller down payments and longer repayment period have been allowed 
for small farmers under the IDA credit project. The three SFDAs and 
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two MFAL development agencies together were able to arrange for 
long-term loans during the years 1971-2 and 3972-3 as under: 


Rs Lakhs 



Total loans advanced 

Year 

Through co- 

Through com- 


operatives 

mercial banks 

1971-2 

53.35 

4.55 

1972-3 

140.65 

37.17 


The loans in 1972-3 have registered a substantial increase over 1971-2. 


63. Long-term loans are sanctioned for the usual purposes and their 
repayment period ranges from 7 to 15 years depending upon the purpose 
of the loan. The quantum of loan has not been fixed purpose-wise but 
depends upon the cost of the project. The tractor loans are, however, 
disbursed up to the price of the tractors as fixed by the Government of 
India. The borrower is eligible to a loan up to 67 % of the market value 
of land determined on the basis of average price of land per acre fixed 
by the land development bank for different areas plus 67% of the 
estimated cost of improvement or machinery to be purchased. The 
average price of land is arrived at after capitalising the yearly average 
income from land. The loans, except in the case of machinery, are 
disbursed in instalments on the satisfactory completion of work in pro¬ 
gress. The machinery loans are given in one lump sum and the same 
are paid direct to the supplier. The basis for sanctioning the loans are 
adequacy of security offered by the borrower and the repaying capacity 
which is arrived at after considering the incremental income expected 
from the new investment. The land development bank has laid down the 
minimum holding at 15 acres of irrigated land or 30 acres of dry land 
for sanction of tractor loans and for tubewell and lift irrigation loans, 
it is necessary that at least 1/3 of the land coming under irrigation is 
owned by the borrowers. The rate of interest charged to the borrower 
is 9 / 2 %. 

64. The land development bank charges fees to the borrower purpose- 
wise and amount-wise and these range between Rs 10 to Rs 60. The 
lending policy in so far as it relates to small/marginal farmers has been 
liberalized in the matter of repayment period and requirement of down 
payment. The repayment period is longer than the usual one and no 
down payment is required to be made by the small/marginal farmer. 
Also, to enable the small fanners to avail themselves of loans to the 
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required extent despite their inability to offer adequate security, the 
government guarantee for deficit in the security has been made available. 
This guarantee has, however, not been invoked so far. 

65. i he number of field staff of supervisors at each branch of the bank 
is decided on the basis of the total number of loan accounts in each 
branch. Thus, the strength of supervisory staff is 3 for loan accounts 
numbering 1301 to more than 2000, while it is 2 for loan accounts less 
than 1300. The grades of supervisors are, however, different and depend 
upon the number of loan accounts. Accordingly, for loan accounts of 
more than 2000, AA’ grade supervisors are appointed while for loan 
accounts between 1301 and 2000, ‘A ! grade supervisors are appointed. 
There are three more grades, viz., ‘B 5 , ‘C’ and ‘D’ for loan accounts 
below 1300 and up to 801, below 800 and up to 301, and below 300 
respectively. 

Haryana 

66. The data regarding the number of ownership holdings, operational 
holdings and cultivating households according to size of land are not 
available in respect of Haryana. The classification of loans advanced in 
1970-71 and 1971-2 according to size of holding is given in Table 8. 

67. It will be seen that the share of the small farmers owning land 
up to 1 hectare in the total loans advanced was very negligible it being 
1.9% and 0.8% in 1970-71 and 1971-2 respectively. The share of the 
next group of fanners owning land between 1 and 2 hectares was some¬ 
what better while that of the next two groups was quite good and 
accounted for more than 65% of the total loans in each of the two years. 

68. The purpose-wise classification of loans advanced during the years 
1969-70 and 1970-71 is given in Table 9. 

The classification shows that purchase of diesel engines was the 
most prominent purpose for which long-term loans were sanctioned in 
Haryana in 1969-70 and 1970-71. The loans sanctioned for this purpose 
accounted for more than 80% of the total loans sanctioned during the 
two years. The purpose next in importance was the purchase of tractors, 
the loans sanctioned for other purposes being relatively very insignificant. 

69. The ARC-refinanced schemes sanctioned in Haryana involved a 
financial assistance of Rs 1441 lakhs as on 30 June 1973. Under the 
IDA credit project sanctioned the total outlay would be of Rs 33.39 
crores as under: 
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Rs Crores 

(1) Minor irrigation 9.06 

(2) Tractors etc. 24.33 

3359 

70. There are two SFDAs and two MFAL development agencies in 
Haryana. These agencies arranged for disbursement of long-term loans 
through the land development banks and commercial banks as under: 


Rs Lakhs 


Year 

Through 

Land 

Through 

Commercial 

Total 


Development 

Banks 

Banks 


1971 

14.32 

N.A. 

14.32 

1972 

61.81 

0.02 

61.83 

1973 

171.70 

33.62 

205.32 


The progress made in advancing credit under these agencies in 
1973 has improved considerably as compared to 1972. The volume of 
loans arranged through commercial banks has also shown good 
improvement. 

71. As per the loaning policy followed by the land development bank, 
long-term loans in Haryana are sanctioned for various purposes for a 
period of 7 and 10 years depending upon the purpose of loan. The 
bank has not yet fixed any scale of finance purpose-wise. The loan 
eligibility is 50% of the value of land fixed kind-wise and tehsil-wise 
in consultation with the Collector. The cost of improvement is added 
to gross value of hypotheca if the value of hypothcca falls short of 
credit requirement under the normal standard of valuation. The loan 
is disbursed in two instalments except in the case of loans for purchase 
of machinery, redemption of mortgage and purchase of land. In the 
case of machinery, loan is paid direct to the supplier on the authority 
of the borrower. Loans for identifiable productive purposes are 
advanced on the basis of repaying capacity based on the incremental 
income generated by the new investments. The security aspect is also kept 
in view. For other purposes, loans are sanctioned on the basis of security 
as in such cases it is considered difficult to determine repaying capacity. 
The practice of advancing joint loans is in vogue. For tractor loans, 
the minimum land holding is 10 acres. In other cases no limit has been 
fixed. The primary land mortgage bank is charged interest at 7 /i % 
while the ultimate borrower is charged 9% interest. 
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72. A loanee is required to deposit loan fee at 40 paise per Rs 100 
subject to a minimum of Rs 20/-. He is also required to pay admission 
fee of Rs 5/-. He has to pay a sum of Rs 100 towards share capital 
while becoming a member and contribute to the share capital at 5% 
of the loan applied for, when he is sanctioned the loan. 

73. The norm for fixing the strength of field staff of supervisors, viz., 
LVOs is 1 LVO for a loan amount of Rs 15 lakhs or for 100 loan 
applications. The average number of LVOs per primary bank is 
about 7. 

74. No special concessions are offered to small farmers except under 
IDA credit project where the repayment period for them is 9 years 
instead of 7 years. 

Kerala 


75. The number of cultivating households, operational holdings and 
ownership holdings as percentage to total number according to the 
size of land holding is as given below: 


Size of holding 

As percentage to total number 

Cultivating 

households 

Operational 

holdings 

Ownership 

holdings 

5 to 7.49 acres 

4.2 

3.1 

— 

2.50 to 4.99 acres 

12.3 

9.2 

— 

Up to 2.49 acres 

80.5 

82.9 

86.0 


76. It would be seen from above that the number of ownership holdings 
up to 2.5 acres is very high, being 86% of the total number. An identical 
position obtains in respect of both cultivating households and opera¬ 
tional holdings thus underlying the predominance of small farmers in 
the state. 

77. The details of the long-term loans advanced according to the size 
of land are not available. The purpose-wise classification of loans issued 
by the land development bank during the years 1969-70 and 1970-71 
is given in Table 10. 

This classification is indicative of the fact that minor irrigation 
purposes do not form an important programme of investment credit. 
The other purposes were levelling, bunding, and preparation of land 
for orchards and plantations. 

78. The recovery performance of the land development bank in the 
year 1970-71 had been unsatisfactory, whether considered in isolation 
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or as compared to its performance in the year 1969-70. This is evidenced 
by the percentage of overdues to demand which was as high as 43.34 
whereas it was 20.44 in 1969-70. 

79. The outlay involved under the special schemes of the Agricultural 
Refinance Corporation was Rs 1353 lakhs as on 30 June 1973. There 
were neither such special schemes sponsored by SFDA/MFAL develop¬ 
ment agencies nor was there any IDA credit project in operation in the 
state. 

80. The two SFDAs and two MFAL development agencies set up 
in Kerala did not obtain long-term credit for the small-marginal 
farmers in the year 1970-71. They arranged for such loans for an 
amount of Rs 1.75 lakhs only in 1971-2. This was entirely through 
the commercial banks. In the year 1972-3, the quantum of these loans 
arranged for by the agencies went up to Rs 17.52 lakhs, of which 
Rs 10.29 lakhs was from commercial banks. 

81. The land development banks in the state sanction loans for 
various purposes, the period for repayment of which varies between 
7 and 12 years where loans are solely for sinking of wells or for purchase 
of pumpsets and other agricultural machineries. In the case of 
composite loans, the maximum period is 15 years. The scale of finance 
in such that the loans for pumpsets and other agricultural machinery 
can be granted up to their cost price. In other cases, elaborate scale 
of finance for each purpose has been fixed by the Director of Agriculture 
and loans are sanctioned accordingly. The borrower is eligible for loan 
up to 50% of the market value of land calculated with reference to sale 
statistics wherever available or by local enquiry. As for the mode of 
disbursement of loans, the following is the method: 

(1) Loans up to Rs 2,000 One instalment 

(2) Loans above Rs 2,000 Two instalments 

and up to Rs 5,000 

(3) Loans above Rs 5,000 Three instalments 

and up to Rs 10,000 

However, loans for agricultural machinery are disbursed in lump sum 
direct to the supplier. The second and third instalments are disbursed 
only after receiving the utilisation certificate in respect of the previous 
instalment/s. These loans are sanctioned on the basis of additional 
income expected by the improvements undertaken, the value of land 
and also the estimate of improvement. No joint loans for a group of 
small farmers are sanctioned. There is no limit as to the minimum 
holding of land for sanction of loan. The rate of interest charged to 
the borrower is 9j4%- 
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82. The borrower is required to 

(1) Administration charges 

(2) Encumbrance certificate 
fees 

(3) Legal fee 

(4) Share 


pay the following charges/fees. 

50 paise for every hundred rupees 
or fraction thereof subject to a 
minimum of Rs 5 and maximum 
of Rs 50 

For loan up to Rs 2,000 no fee; for 
loan above Rs 2,000 and up to 
Rs 5,000, the fee is Rs 15 and it is 
Rs 30 for loan above Rs 5,000 
Rs 2 for every Rs 1,000 and frac¬ 
tion thereof subject to a minimum 
of Rs 5 and a maximum of Rs 50 
5% of the loan amount before 
disbursement of the loan 


There are no special concessions for the small,/marginal farmer in 
any respect. 

83. The CLMB has not prescribed any uniform norms for appoint¬ 
ment of field staff of supervisors for PLMB. A new PLMB usually 
starts working with an honorary secretary and a supervisor as supervisory 
staff and when the loans outstanding exceed Rs 4 lakhs a paid secretary 
is appointed in the place of the honorary secretary. The strength of 
supervisory staff is increased depending upon the volume of work. The 
pay scales of secretary and supervisor are Rs 150 to Rs 450 and Rs 125 
to Rs 300 respectively. 

Madhya Pradesh 

84. The number of cultivating households, operational holdings and 
ownership holdings as percentage to total number according to size of 
land in the state was as under: 


Size of holding 

As percentage to total number 


Cultivating 

households 

Operational 

holdings 

Ownership 

holdings 

5 acres to 7.49 acres 

17.2 

14.1 

17.1 

2.50 acres to 4.99 acres 

19.4 

17.3 

19.4 

Up to 2.49 acres 

18.0 

25.6 

18.8 


The above data reveal that the number of ownership holdings up to 
5 acres is quite sizeable, being more than l/3rd of the total holdings. 
Similarly, the total number of operational and cultivating holdings up to 
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5 acres is also quite high, it being 42.9% and 37.4% respectively of 
the total number in each of the two categories. Thus, the small farmers 
holding land up to 5 acres occupy a significant position in the agri¬ 
cultural economy of the state. 

85. The classification of loans advanced by the land development banks 
in the state to individuals during 1969-70 to 1971-2 according to size 
of ownership holding is given in Table 11. 

It will be seen that the small farmers in the state have been able to 
obtain only a small proportion of loans during the three years in question. 
The maximum percentage of loan for small farmers holding land up to 
2 hectares was hardly 10.49. 

86. The purpose-wise classification of loans issued by the land 
development bank during the years 1969-70 and 1970-71 is given 
in Table 12. 

The most striking feature of the loans issued is that 80% of the total 
loans has gone for minor irrigation purposes and the loans for all other 
purposes together take up the remaining 20%. 

The percentage of overdues to demand in the years 1969-70 and 
1970-71 was 42.7 and 42.2 respectively. 

87. While the financing under the special schemes of the Agricultural 
Refinance Corporation was to the tune of Rs 678 lakhs, the same in 
respect of the schemes received from the SFDAs/MFAL agencies was 
Rs 310 lakhs as on 30 June 1973. An IDA credit project has been 
signed only in June 1973. Under this project, the total financial outlay 
would be of Rs 45.22 crores for minor irrigation and land development 
schemes with usual concessions in regard to down payments and repay¬ 
ment period being available to the small farmers. 

88. There are 3 SFDAs and two MFAL development agencies in the 
state. Till May 1973, the total cumulative long-term lending done under 
the programmes of these five agencies amounted to Rs 352.65 lakhs, since 
these agencies started functioning. Besides these lendings through the 
co-operatives, term loans of Rs 54.58 lakhs were also given by the com¬ 
mercial banks as on 31 May 1973. 

89. The land development banks in the state sanction loans for various 
purposes such as construction of wells, installation of electric pumpsets 
etc., purchase of tractors and other land improvements. The period of 
repayment ranges from 7 to 10 years depending upon the purpose of 
the loan. The eligibility for loan is determined with reference to the 
value of land offered as security, valuation of which is done on the basis 
of market value or rental multiple, whichever is higher. The multiples 
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are revised from time to time on the basis of average voluntary cash 
sales that may have taken place in the past two years in each tehsil. 
In the case of construction of wells and installation of pumpsets, their 
cost is added to the value of land as assessed above for arriving at the 
eligibility of the borrower for the loan. The actual sanction of loan is 
governed by the adequacy of security offered, repaying capacity arrived 
at after taking into account the incremental income and the estimate 
of proposed improvement. The bank sanctions joint loans to a group 
of small farmers. The rate of interest charged by the CLDB to the 
PLDB is 7/2% while the same is 9 / 2 % to the ultimate borrower. 

90. The borrower has to pay different types of fees both before and 
after the sanction of the loan. The details of these fees are as under: 

(a) Cost of application form Rs 1.50 

(b) Application fee Re 1/- for Rs 1,000 subject to 

a maximum of Rs 5/- 

(c) Valuation fee (i) @60 paise 7c for loan up to 

Rs 5,000/- with a minimum 
of Rs 5/- 

(ii) @ 75 paise % for loan 
above Rs 5,000/- up to 
Rs 10,000/- with a mini¬ 
mum of Rs 35/- 

(iii) @ 1% subject to a mini¬ 
mum of Rs 30/- for loan 
above Rs 10,000/- 

(d) Share money One share of Rs 10/-for borrower; 

Re 1/- for ‘B’ class member and 

Re 1/- as admission fee 

(e) Share linking (i) For loans up to Rs 10,000/- 

@ 5 % of the loan amount, 
(ii) For loans above Rs 10,000/- 
@ 7j/2% of the loan 

amount. 

91. Certain relaxations in the loaning policy and procedure were made 
with a view to enabling the small farmers to take benefit of the long-term 
loans in substantial measure. The modified lending policy provides for 
a longer period of repayment. Thus, the period of repayment which 
varies from 7 to 10 years, depending upon the purpose of the loan, 
is between 8 and 12 years for the small farmers. The share capital 
contribution is collected from the small farmers in two instalments instead 
of in one lump sum applicable in the normal course, the first instalment 
being paid at the time of issue of the loan and the second at the time 
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of repayment of the first instalment of the loan. Another relaxation 
allowed related to the payment of valuation fee which is not recovered 
from the borrowers holding land less than 5 acres. Also, whereas a 
minimum land holding of 3 acres is generally insisted upon for sanction 
of loan, a slightly lower size of holding, viz., 2% acres or even less in 
suitable cases is allowed under the SFDA programmes. Still another 
concession granted to the small farmers is that instead of contributing 
from his own resources a sum equivalent to 10% investment (including 
share capital) in the case of loan up to Rs 10,000/- and 17%% in the 
case of loan above Rs 10,000/- as down payment he has to contribute 
only 5% in respect of loans for pumpsets and 10% in respect of the 
loans for wells. 

92. The state land development bank has appointed the field staff 
of supervisors, viz., valuers and supervisors on the following basis: 

1 Valuer for 150 loan cases of the value of Rs 7 to Rs 8 lakhs in 
a year. 

1 Supervisor for 100 new loan cases and servicing of 250 old cases 
in a year. 

The average number of valuers and supervisors in a PLDB is 5 to 6 
and 8 to 10 respectively. The pay scales of valuers and supervisors are 
Rs 110-350 and Rs 110-210 respectively. 

Maharashtra 

93. The data relating to the number of cultivating households, opera¬ 
tional holdings and ownership holdings in Maharashtra in terms of 
percentages to the total number according to the size of land holdings 
are as under: 


Size of land holding 

As percentage to total number 

Cultivating 

households 

Operational 

holdings 

Ownership 

holdings 

5 acres to 7.49 acres 

13.6 

12.2 

14.5 

2.5 acres to 4.99 acres 

16.6 

17.8 

16.7 

Up to 2.49 acres 

20.7 


19.7 


These data reveal the predominance of the large size ownership 
holdings in Maharashtra. The number of ownership holdings of 
7.50 acres and above account for nearly 50% of the total number. The 
same is true in the case of operational and cultivating holdings where 
again the holdings of 7.50 acres and above constitute almost 50% of 
the total number. As against this the number of small ownership holdings, 
cultivating households and operational holdings, i.e., those falling in the 
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category of up to 2.49 acres and 2.5 to 4.99 acres of land holdings, are 
just 19.7, 20.7 and 20.8 and 16.7, 16.6 and 17.8 per cent respectively. 

94. The information as to the provision of loans according to the 
size of land holding is not available. The purpose-wise classification of 
loans issued during the years 1969-70 and 1970-71 by the land develop¬ 
ment bank is given in Table 13. 

More than 50% loans have been issued for minor irrigation 
purposes. Another important purpose is levelling of land etc., for which 
fairly good loan amount has been issued. 

95. The recovery performance of the land development bank in the 
state during the year 1970-71 as reflected in the percentage of overdues 
to demand which was 49.04 was very unsatisfactory. The percentage 
in the year 1969-70 was 12.95. 

96. As on 30 June 1973, the ARC-refinanced schemes involving an 
outlay of Rs 2690 lakhs were sanctioned while similar schemes under 
the aegis of the SFDA/MFAL development agencies involved an outlay 
of only Rs 43 lakhs. The total outlay under the IDA project would be 
of the order of Rs 38.15 crores as under : 




Rs Crores 

(1) 

Minor irrigation 

30.20 

(2) 

Land Development 

4.61 

(3) 

Project equipment 

3.19 

(4) 

Consultancy services 

0.15 

38.15 


Under these projects small farmers have been allowed the concessions 
in regard to down payments (lower percentage) and repayment period 
(15 years instead of 9 years) in respect of certain schemes. 

97. Since 1970-71, the three SFDAs and two MFAL development 
agencies arranged for issue of loans as indicated below: 

Rs Lakhs 


Year Total loans sanctioned 



Through 

LDB 

Through 

commercial 

banks 

Total 

1970-71 

1.60 

N.A. 

1.60 

1971-2 

33.03 

— 

33.03 

1972-3 

69.96 

1.94 

71.90 
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98. The loans sanctioned under SFDA/MFAL schemes for various 
purposes are repayable in 7 to 15 years according to the purpose of the 
loan. The borrower is eligible for loan up to 60% of the value of land 
offered as security. The lands are valued at 8 times the net post-develop¬ 
ment income. Under the SFDA/MFAL schemes, government guarantee 
for deficit in the security has been made available. While sanctioning 
the loan, the borrower’s repaying capacity which is worked out on 
the basis of the expected net incremental income taking place due to 
the new investment is considered. The minimum landholding has been 
fixed for different types of land and it varies between 2.5 acres to 
30 acres. The rate of interest charged to the small farmer is 9% while 
for other farmers, it is 9 %>%. The land development bank has issued 
instructions to its branches to sanction joint loans where the individual 
fanners are not eligible to avail themselves of loan facilities particularly 
loans for wells. The loans are disbursed by cheques in two instal¬ 
ments in respect of new wells, old wells and land improvement purposes, 
while the loan for pumpset is directly paid to the dealer. 

Karnataka ( Mysore) 


99. The number of cultivating households, the operational holding and 
ownership holdings as percentage to the total number in the respective 
category in the state was as under: 



As percentage to total number 

Size of holding 

Cultivating 

households 

Operational 

holdings 

Ownership 

holdings 

5 acres to 7.49 acres 

16.4 

14.2 

16.8 

2.50 acres to 4.99 acres 

22.6 

25.1 

23.3 

Up to 2.49 acres 

20.6 

22.5 

22.0 


These figures disclose that the number of ownership holdings up to 
5 acres is quite sizeable, accounting for 45.3% of the total number. 
Similar position obtains in respect of cultivating and operational holdings 
in that group. 

100. The long-term loans advanced by the land development banks 
in the state according to the size of land during the years 1969-70 to 
1971-2 are given in Table 14. 

The total loans advanced in 1971-2 increased by 19.10 per cent 
as compared to the 1970-71 figures. However, this general increase in 
the total loans did not benefit the borrowers holding land up to 2 hectares 
as the percentage of loans advanced to these borrowers has gone down. 
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101. The purpose-wise classification of loans issued by the land develop¬ 
ment bank during the years 1969-70 and 1970-71 is given in Table 15. 

The loans have been mainly issued for minor irrigation, land 
levelling etc. and soil conservation purposes, the first purpose being 
the major one. As against the total demand of Rs 43,942 thousands 
and Rs 31,719 thousands in the years 1969-70 and 1970-71 respectively, 
the overdues were Rs 13,329 and Rs 11,376 thousands respectively. The 
percentage of overdues to demand works out to 30.33 and 35.86 in 

1969- 70 and 1970-71 respectively. 

102. The financial outlay under the ARC-refinanced schemes as on 
30 June 1973 amounted to Rs 83.48 lakhs whereas the same under 
the ARC-refinanced schemes in SFDA/MFAL project areas was 
Rs 443 lakhs. The total outlay under the IDA project is of the order of 
Rs 54.90 crores as on 30 June 1973 details of which are given below: 

Rs Crores 

(1) Minor Irrigation .... 18.72 

(2) Tractors etc .... 11.40 

(3) Land Reclamation etc .... 22.17 

(4) Well drilling, equipments and earth moving 

machinery .... 0.85 

(5) Initial tractors and land reclamation equip¬ 
ments spare parts .... 1.50 

(6) Consultancy services .... 0.26 

54/90 

Under this project, a smaller percentage of down payment is required 
to be paid by the small farmers, as compared to other farmers. Similarly, 
a repayment period for loans for dug-wells and composite schemes of 
wells and pumpsets is fixed at 15 years instead of 9 years applicable 
to other farmers. 

103. There are 3 SFDAs and 2 MFAL development agencies in the 
state. These agencies have arranged to disburse loans during the years 

1970- 71 to 1972-3 as under: 

Rs Lakhs 


Year 

Through co-operatives 

Through commercial 
banks 

1970-71 

9.32 

N.A. 

1971-2 

94.91 

4.84 

1972-3 

214.67 

29.27 



TABLE 15 
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q , uan , tum ° f loans disbursed under the aegies of the 
bFDAs/MFAL development agencies has gone up over a period of one 
year by about one and a half times from 1 July 1972 to 30 June 1973. 

104 According to the loaning policy followed by the land development 
bank in the state, loans are granted for a variety of purposes for periods 
ranging from 7 to 15 years depending upon the purpose of the loan, 
ihese loans are for amounts between Rs 3,000 and Rs 30,000 again 
dependmg upon the purpose of the loan. While for general schemes, the 
eligibility is worked out at 50% of the amount representing 300 times 
the revenue assessment or average of 6 years’ S.R. statistics, whichever 
is higher for special schemes, it is 50% of 9 times the total net income 
from land after development. So far as the tractor/power tiller loans are 
concerned, the eligibility is up to 50% of 500 times the land revenue 
assessment. The loans are disbursed in two to three instalments excepting 
in the case of loans for debt redemption, installation of pumpsets, pur¬ 
chase of tractor and power tillers which are paid in lump sum. The 
loans are advanced on the basis of security of land. To be eligible for 
sanction of loan, the borrower should have a minimum land holding of 
one acre for land reclamation, 2 % acres for debt redemption, 2 and 
2 % acres for minor irrigation schemes depending upon the area, 4 acres 
compact black and a minimum of 7 acres for borewell with submersible 
pumpset loan and 40 acres for tractor loans. The rate of interest is 9 to 
y%% depending upon the purpose of loan. 

PTMR ThC j armer desirous of borrowing has to become member of the 
rLMb m his area by remitting a sum of Re 1, Rs 10 and Re 0.50 as 
entrance fee, share amount and share fee respectively. After securing 
membership, the borrower has to remit a further sum of Rs 22 as under: 

. ( 1 J Application charges .... Rs 3 . 00 

( 2 ) R. R. and Index charges .... Rs 3 qq 

(3) Encumbrance certificate .... Rs 12 00 

(4) Administration charges .... Rs 4 00 

Rs 22.00~ 


As far as the small farmers are concerned, the loaning policy 
stipulates longer repayment period, viz., 15 years. 

106. The strength of field staff of supervisors is fixed on the basis of 
one supervisor for every 300 accounts. The pay-scale attached to the 
post of supervisor is Rs 105-5-160-EB-6-190-7-225. 

S. R:— Sales Records R. R Record of Rights 
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Orissa 


107. The number of cultivating households, operational holdings and 
ownership holdings as percentage to the total number according to size 
of land is as under in Orissa: 


Size of holding 

As percentage to total number 

Cultivating Operational 
households holdings 

Ownership 

holdings 

5 acres to 7.49 acres 

16.0 

11.5 

15.4 

2.50 acres to 4.99 acres 

27.4 

25.2 

25.6 

Up to 2.49 acres 

38.8 

45.8 

40.9 


It will be seen that the percentage of ownership holdings of more than 
7.50 acres is quite low while that in respect of the last two groups 
together, i.e., up to 5 acres is more than 65% of the total. The position 
in respect of cultivating and operational holdings does not differ. 

108. The classification of long-term loans advanced by the land 
development banks in Orissa according to size of land is not available. 
The purpose-wise classification thereof during the years 1969-70 and 
1970-71 is given in Table 16. 

The classification speaks of the importance attached by the bank 
to issue of loans for minor irrigation purposes. In both the years, the 
major share in the total loans is for minor irrigation purposes. 

109. The recovery performance of the central land development bank 
worsened in the year 1970-71 as compared to the year 1969-70 as may 
be seen from the fact that whereas the percentage of overdues to demand 
was only 4.95 in 1969-70, it rose to 12.72 in 1970-71. 

110. As on 30 June 1973, the ARC-refinanced schemes with an outlay 
of Rs 623 lakhs were in operation in Orissa. Similar schemes sanctioned 
under the SFDA/MFAL programmes involved an outlay of Rs 90 lakhs. 
As on 30 June 1973 there was no IDA project sanctioned in the state. 
The three SFDAs and two MFAL development agencies in the state 
together arranged for long-term loans as under : 


Rs Lakhs 



Through 

Through 

Total 


Land 

Commercial 



Development 

Banks 



Bank 



1971-2 

19.60 

1.80 

21.40 

1972-3 

46.90 

13.40 

60.30 
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111. The long-term lending policy provides for sanction of loans for 
various purposes for a period of 10 years and more up to 15 years in 
the case of wells, tanks, dams, redemption of debts and purchase of land. 
The scale of finance fixed purpose-wise stipulates sanctioning of loans 
from Rs 500/- toRs 10,000/- depending upon the purpose. The eligibility 
of a borrower for loans is determined at 50 per cent of the value of land 
arrived at on the basis of average of market value of similar lands sold 
during the previous 3 years, subject to the maximum of Rs 2,500/- per 
acre. Where the land offered as security is not under self-cultivation, 
2j per cent of the valuation is advanced as loan. In the case of loans 
for machinery, sinking of wells and tubewells, 50 per cent of the cost 
thereof is added to the valuation of land. The loans are sanctioned on 
the basis of adequacy of security offered. The disbursement of loans is 
made in one instalment for machinery while it is done in two/three 
instalments for other purposes. The minimum land holding required 
is y 2 an acre for sinking of wells and 3 acres for construction of tanks. 
The land development bank sanctions joint loan to a group of small 
farmers. The interest charged to the primary land mortgage bank and 
the ultimate borrower is 8*4 per cent and 9^4 per cent respectively. 

112. The following are the charges/fees payable by the borrower: 

(i) Initial share capital . Rs 10/- 

(ii) Entrance fee . Rs 25/- 

(iii) Legal fee . Rs 2 /- per thousand 

subject to a maxi¬ 
mum of Rs 10/- 

(iv) Administrative fee . Rs 1.50 per thousand 

subject to a mini¬ 
mum of Rs 5/- 

At the time of sanction of loan, the borrower has to pay proportionate 
share capital at 5 per cent of the loan amount. 

113. The following special concessions are provided to small/marginal 
farmers: 

(a/,75 per cent of the average value of land offered as security 
is treated as loan eligibility. 

(b) In case of minor irrigation projects, 75 per cent of the cost 
of the proposed project is added to the loan eligibility arrived 
as at (a) above. 

(c) Proportionate share capital is collected in the ratio of 2 per 
cent in the first year and 1 per cent in each of the subsequent 
years. 
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114. The norms for appointment of field staff of supervisors for each 
primary land mortgage bank differ but it is proposed to bring about 
uniformity by having a common cadre of staff for them. 

Punjab 


115. In Punjab, the distribution of cultivating households, the number 
of operational holdings and the ownership holdings according to size 
of land in terms of percentage to the total was as under: 


Size of holding 

As percentage to the total number 

Cultivating 

households 

Operational 

holding 

Ownership 

holdings 

5 acres to 7.49 acres 

15.5 

12.6 

14.6 

2.50 acres to 4.99 acres 

12.6 

15.1 

13.9 

Up to 2.49 acres 

12.0 

21.0 

15.9 


It will be seen that the farmers having land of more than 7.50 acres 
form more than 50%, in every category. The farmers having land up to 
5 acres number about 25% (cultivating households) and 36.1% 
(operational holding). 

116. The information relating to issue of loans according to size of 
land is not available. Their classification according to purpose during 
the year 1969-70 and 1970-71 is given in Table 17. 

117. The classification shows that a sizeable proportion of loans has 
gone to two purposes, viz., purchase and installation of pumpsets and 
purchase of tractors and other machinery and accounted for 94% of 
the total advanced in 1969-70 and 92% in 1970-71. The quantum of 
loans advanced for other purposes including sinking of wells was 
very small. The recovery performance of the land development bank 
in Punjab during the above two years was extremely good, there being 
no overdues in both the years. 

118. As on 30 June 1973, the special schemes refinanced by the Agri¬ 
cultural Refinance Corporation involved an outlay of Rs 53.55 crores 
while such schemes undertaken in SFDA/MFAL project areas involved 
financial assistance of Rs 207 lakhs. An IDA credit project with an 
outlay of Rs 26.82 crores for farm mechanisation etc. has been 
sanctioned. Under the project, concessions in regard to down payments 
and longer repayment periods are available to small farmers. In Punjab, 
two SFDAs and two MFAL development agencies have been established. 
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These agencies have arranged for issue of long-term loans through the 
land development banks and the commercial banks as under: 


Rs Lakhs 


Year 

Through land 
development bank 

Through 

commercial 

banks 

Total 

1970-71 

35.00 

N.A. 

35.00 

1971-2 

287.44 

2.42 

289.86 

1972-3 

691.90 

118.45 

810.35 


The total credit advanced under the agencies has been stepped up 
in 1971-2. Hie progress is more marked in case of loans disbursed 
through commercial banks in 1972-3. 


119. The period of repayment for loans sanctioned for various purposes 
is 7 and 10 years depending upon the purpose of the loan. The loan 
eligibility is 50% of the gross value of security fixed by the bank block- 
wise but the cost of the project is added if the security of land is found 
to be inadequate. While the loans for tube-well, and pumpsets are given 
in two instalments, loans for tractors, levelling etc. of land, underground 
channels, purchase of land, redemption of mortgages etc. are disbursed 
to third parties and not to the borrower. For other purposes, loans are 
given in one instalment if the amount is up to Rs 1000. Otherwise 
they are given in two instalments. The basis for sanction of loans is 
adequacy of security and repaying capacity. Joint loans are granted 
only if the borrowers are co-sharers of land offered as security. There 
is, however, no bar against sanction of several individual loans for 
contribution towards a common purpose. There is no minimum limit 
of land holding for being eligible for loan excepting in case of loans for 
minor irrigation where minimum of 3 acres of land is necessary. The 
PLMB is charged interest at 7%% while the ultimate borrower is 
charged interest at 9%. 

120. The details of fees payable by the borrower are as under: 

(1) Admission fee .... Rs 5/- 

(2) Loan fee .... @ Rs 5 per Rs 1000. Subject to 

a minimum of Rs 25 

No fee/stamp duty is payable at the time of registration if the registry 
is between a member and PLMB. But these are payable if the registry 
is between a non-member and PLMB provided such a non-member 
is giving security for a member as a third party security. The borrower 
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has to pay an amount of Rs 100 towards share capital at the time of 
becoming a member and after sanction of loan he has to contribute 
to the share capital at 5% of the loan applied for. 

121. The concessions made available to small farmers are as under: 

(a) For minor irrigation loans, the minimum area required is 
one acre as against 3 acres for other farmers. 

(b) The period of repayment is longer, viz., 10 years instead of 
7 years under normal and special schemes when the holding 
is between 4 and 7.5 acres while it is 14 years for those holding 
land up to 4 acres. 

122. The strength of field staff of supervisors in the PLMBs is fixed 
at 1 land valuation officer for a loan amount of Rs 7 lakhs. On an 
average, 7 to 8 valuation officers work in each PLMB. In the state 
co-operative land mortgage bank, supervisory staff comprise inspecting 
and assistant inspecting officers. On an average, one assistant inspecting 
officer is appointed for one PLMB while 1 inspecting officer is appointed 
for 8 PLMBs. 

123. The pay scales of these staff are as under: 


(1) Accountants in PLMB 

.... Rs 

250 

to 

Rs 

500 

(2) Manager of higher grade in PLMB 

.... Rs 

350 

to 

Rs 

620 

(3) Managers of lower grade in PLMB 

.... Rs 

250 

to 

Rs 

500 

(4) Assistant Inspecting Officer 

.... 


-do 

- 


(5) Inspecting Officer 

.... Rs 

375 

to 

Rs 

740 


Rajasthan 

124. The data as regards the size-wise percentage of the number of 
cultivating households, operational holdings and ownership holdings are 
as under: 


Size of holding As percentage to total number 



Cultivating Operational 
households holdings 

Ownership 

holdings 

5 acres to 7.49 acres 

14.7 

14.5 

14.6 

2.50 acres to 4.99 acres 

16.7 

20.9 

16.7 

Up to 2.49 acres 

14.7 

15.3 

15.0 


The large-size ownership holdings, viz., more than 5 acres are widely 
prevalent in Rajasthan, accounting for more than 50% of the total, 
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the percentage in the last group of land, viz., up to 2.49 acres being 
very small at 15.0. An identical pattern exists in the case of cultivating 
and operational holdings. 

125. The classification of long-term loans issued by the land develop¬ 
ment banks during the years 1969-70 to 1971-2, according to size 
of land is given in Table 18. 

These figures disclose that (1) the share of borrowers holding 
land up to 2 hectares is very low and less than their share in the total 
land holding; (2) this share, however, has increased, except in 1970-71 
when despite substantial increase in the total amount of loans, the share 
of borrowers holding land up to one hectare had gone down; (3) the 
share of these two groups, viz., holders of land up to 2 hectares has 
gone up in the year 1971-2 although the total loans in that year had 
gone down by more than Rs 1 crore; (4) the share of large size holders 
viz. holders of more than 4 hectares is being reduced progressively but 
the share of middle-size group, viz., 2-4 hectares group is steadily 
going up. 

126. The purpose-wise classification of loans advanced during the 
years 1969-70 and 1970-71 is given in Table 19. 

The classification shows that minor irrigation loans are the most 
important in the loan portfolio of the land development bank. Next 
in importance are tractor loans which constituted more than 25% 
of the total loans in 1970-71. 

127. The total demand during the years 1969-70 and 1970-71 was 
Rs 1,12,62 thousands and Rs 74.59 thousands respectively, whereas the 
overdues were Rs 4.50 thousands and Rs 11.27 thousands respectively. 
Thus, the percentage of overdues to demand in the year 1969-70 and 
1970-71 was 4 and 15.10 respectively. The recovery performance thus 
deteriorated in the year 1970-71 as compared to 1969-70. 

128. As on 30 June 1973, the ARC-refinanced schemes in the state 
involved a total outlay of Rs 2242 lakhs while similar schemes under 
the aegis of the SFDA/MFAL development agencies involved an 
outlay of Rs 704 lakhs. No IDA project has yet been implemented in 
the state. 



TABLE 18 

cation Of Loans According to Land holding 
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129. There are three SFDAs and two MFAL development agencies 
in the state which arranged for issue of long-term loans as under: 

Rs Lakhs 


Amount of loan sanctioned 


Year 

Through LDB 

Through 

commercial 

banks 

Total 

1970-71 

21.95 

N.A. 

21.95 

1971-2 

85.43 

6.59 

92.02 

1972-3 

158.36 

19.92 

178.28 


130. The long-term loans granted by the land development banks are 
for various purposes and their period of repayment varies from 5 to 
15 years. The scale of finance has been fixed for each purpose separately. 
Thus, the loan amount for sinking of wells is fixed on the basis of certain 
amount per running foot while the loan for pumpsets is given up to 
90% of the cost of pumpsets. The loan eligibility is limited to 50% of 
the value of land calculated on the basis of average sale statistics of 
five years in respect of similar lands situated in the village or 400 times 
the land revenue plus the cost of proposed development/tractor. The 
loans are sanctioned on the basis of adequacy of security offered. The 
question of taking into account the repaying capacity is under consi¬ 
deration. While the loans for machinery are disbursed in one lump 
sum, those for other purposes are given in two instalments. It has been 
stipulated that for minor irrigation loans, the borrower should have a 
minimum land holding of 5 bighas. The land development bank has 
introduced the practice of issuing joint loans to a group of small farmers. 
The CLMB charges 8% interest initially to the PLMB but later on 
grants rebate of %%, bringing down the rate of interest to 7%%. The 
ultimate borrower is charged interest at 9%%. 

131. The borrower has to pay an admission fee of Re 1/-, share money 
of Rs 10/-, administration fees at 50 paise per Rs 100 if loan is up to 
Rs 5,000 and at 75 paise per Rs 100 for loans exceeding Rs 5,000; legal 
fee at the rate of Re 1/- for every Rs 1,000 or part thereof with a 
minimum of Rs 2/-, stationery charge of 50 paise and encumbrance 
certificate fee of Rs 6/-. 

132. The PLDBs have not appointed supervisors of their own. The 
state government, instead of giving subsidy have made the services of 
supervisors available to those banks at 1 supervisor for 200 loan cases 
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covering approximately loaning of Rs 5 lakhs. The question of appointing 
technical supervisors, i.e., agricultural graduates etc. is already under 
consideration of the bank. Most of the supervisors are of Grade II 
inspector in the Co-operative Department and their pay scale is 
Rs 150-330. Some of the supervisors are of the rank of Assistant Inspector 
with the pay-scale of Rs 120-230. 

133. The loaning policy has been relaxed for small/marginal farmers in 
so far as it relates to the minimum land holding requirement and payment 
of share capital contribution. Thus, for sinking of new wells and 
installation of pumpsets, loans are provided to small farmers, having 
land of 1.5 acres, while for sinking of new wells and deepening of 
existing wells, the marginal farmers need have land of 2 acres. The 
share capital contribution is at 5% instead of at 8% and it is payable 
in instalments. 

Tamil Nadu 

134. Following is the statistics in regard to the number of cultivating 
households, operational holdings and ownership holdings as percentage 
to total number according to size of land in Tamil Nadu : 


As percentage to total number 


Size of holding 

Cultivating 

households 

Operational 

holdings 

Ownership 

holdings 

5 acres to 7.49 acres 

12.7 

9.8 

12.8 

2.5 acres to 4.99 acres 

25.5 

24.6 

25.3 

Up to 2.5 acres 

47.7 

53.0 

47.1 


From these details, it is clear that the number of ownership holdings 
up to 5 acres is quite sizeable, forming 72.4 per cent of the total. Similarly 
the percentage of cultivating households and operational holdings in the 
size group of 5 acres and less is quite substantial and forms more than 
70% of the total number of both the categories. 

135. The classification of long-term loans advanced according to size 
of land during the year 1969-70 to 1971-2 is given in Table 20. 

136. Although the total loans have increased, the share of the two 
groups of land up to 2 hectares had declined in 1971-2, this being lower 
than their percentage in 1969-70. This is accompanied by increase in the 
percentage of loans granted to bigger farmers having land of 4-8 hectares. 
The purpose-wise classification of loans issued by the land development 
banks during the years 1969-70 and 1970-71 is given in Table 21. 



Classification of Loans According to Land holding—Tamil Nadu Rs Thousands 
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A major portion of loans, viz., more than 60% has gone for minor 
irrigation purposes. The purpose next in importance is tractor loan. 

137. During the above two years, the percentage of overdues to 
demand was very low, viz., 1.5 and 2.8 in 1969-70 and 1970-71 
respectively. 

138. The financial outlay involved under the special schemes sanctioned 
by the Agricultural Refinance Corporation as on 30 June 1973 was 
Rs 6641 lakhs. The Agricultural Refinance Corporation had not 
sanctioned any special scheme under the aegis of SFDA/MFAL develop¬ 
ment agencies as on 30 June 1973. As far as the IDA project is con¬ 
cerned, the total outlay is of the order of Rs 46.76 crores, as under: 

Rs Crores 


(1) Minor Irrigation . .... 32.63 

(2) Land levelling, land drainage and improvement 2.90 

(3) Farm Mechanisation .... .... .... .... 6.10 

(4) Initial spare parts . 0.49 

(5) Well drilling equipment and earth moving 

machinery . 2.42 

(6) Consultancy services. 2.22 


46.76 

139. The concessions in regard to down payment and repayment period 
allowed to small farmers in other states under the IDA projects have 
been made available in Tamil Nadu also. The Government of Tamil 
Nadu have guaranteed the deficit in security both under IDA credit 
projects and ARC-refinanced schemes. 

140. The three SFDAs and two MFAL development agencies together 
arranged for investment credit as under: 


Rs Lakhs 


Year 

Loans through 
LDB 

Loans through 
commercial 
banks 

Total loans 

1970-71 


N.A. 

4.70 

1971-2 


— 

50.00 

1972-3 

171.68 

1.67 

173.35 


141. The long-term lending for various purposes is for a period 
of 7 to 10 years. The maximum loan amount which can be sanctioned 



60 STUDY GROUP ON FINANCING SMALL FARMERS 

depends upon the purpose of the loan and varies between Rs 5,000/- 
and Rs 50,000/- according to the purpose. The loan eligibility is 
worked out on the basis of 50% of the value of land calculated at 
8 times the post-developmental net annual income. While the loans for 
machinery are disbursed in one instalment, for other purposes, they are 
disbursed in two instalments. The basis for sanction of loans is adequacy 
of security offered and the repaying capacity which is determined at 
90% of the net annual incremental income. Joint loans for a group 
of small farmers are in vogue. There is no minimum limit of land holding 
except under the special schemes of the Agricultural Refinance Corpora¬ 
tion where it is 3 acres. The PLMB is charged 8%% rate of interest 
and the ultimate borrower pays interest at 9 %%. 

142. The borrower has to pay the following fees/charges: 

(1) Initial share capital — Rs 10/- 

(2) Admission fee — Re 0.50 

(3) Encumbrance certificate 

fee — No fee for loans up to Rs 5,000/- 

(Harijans are exempted from pay¬ 
ment of Registration and Encum¬ 
brance Certificate Fees irrespective 
of the loan amount) 

(4) Legal fees — Rs 2/- per Rs 1,000/- with a 

minimum of Rs 5/- and a 
maximum of Rs 25/- 

(5) Share capital — 5% of the project cost 

(6) Evaluation fee — % of the project cost (legal fee is 

recovered from the evaluation 
fee) 

143. The concessions granted to small/marginal farmers comprise 
(i) enhancement of repayment period from 9 and 10 years in the case 
of loans for sinking of new wells and reclamation of lands respectively 
to 15 years, and (ii) share capital contribution at 2%% instead of the 
normal 5%. 

144. The primary land development bank appoints one supervisor for 
every 100 loan applications. This norm has been fixed by the state 
government. The pay scales of supervisory staff (Grade I and II) are 
Rs 350 to Rs 525 and Rs 275 to Rs 475 respectively. 
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Uttar Pradesh 


145. The number of cultivating households, operational holdings and 
ownership holdings as percentage to the total number according to size 
of land holding in the state is as under: 



As percentage to total number 

Size of holding 

Cultivating 

households 

Operational 

holdings 

Ownership 

holdings 

5 to 7.49 acres 

14.9 

12.2 

15.0 

2.5 to 4.99 acres 

26.8 

25.5 

26.5 

Up to 2.49 acres 

39.0 

45.5 

38.4 


These figures disclose the dominant position occupied by the 
ownership holding up to 5 acres, the percentage being 64.9. As far as 
the other two categories are concerned, the percentages are 65.8 and 
71.0 in respect of the group of lands up to 5 acres. 

146. The statistics regarding the long-term loans advanced during the 
years 1969-70, 1970-71 and 1971-2 according to the size of land are 
given in Table 22. 

147. A firm trend in favour of farmers with land up to 5 acres is 
revealed by the above in the sanction of loans. In absolute terms, 
the total loaning which was Rs 17,07,33 thousands in 1969-70 rose to 
Rs 23,99,46 thousands in 1971-2 registering an increase of 
Rs 6,92,13 thousands. Of this increase, the lion’s share has gone to the 
borrowers holding land up to 5 acres, lending to whom went up by as 
much as Rs 4,80,01 thousands. In terms of percentage, the total amount 
of loans advanced in 1971-2 went up by 40% over that in 1969-70 
while the increase in loans advanced to fanners having land up to 
5 acres was 91%. Further, although the amount of total loans has 
gone up considerably, the share of farmers with land between 4 and 
8 hectares in the total loans has been going down progressively, while 
that of the farmers with land between 2 and 4 hectares which had 
gone down in 1970-71, went up again in 1971-2, the increase being 
a little more than 4%. 

148. The classification of loans issued by the land development bank 
according to purpose during the years 1969-70 and 1970-71 is given in 
Table 23. 
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The loans issued for minor irrigation purposes are seen to be 
relatively more important, the percentage of which was about 50 in 
1969-70 and more than 50 in 1970-71. 

149. In 1969-70, the percentage of overdues to demand in respect of 
loans issued by the land development bank was 14.64 while the same 
in 1970-71 was 18.23. 

150. As on 30 June 1973, the total financial outlay involved under 
the ARC-refinanced schemes in non-SFDA/MFAL areas was of the 
order of Rs 1157 lakhs while the same under the SFDA/MFAL sponsored 
programmes eligible for refinance facility from the Agricultural 
Refinance Corporation was Rs 1367 lakhs. As far as the IDA project 
is concerned, agreement for the same has been signed only recently 
whereby total assistance of Rs 28.50 crores would be available from 
the IDA under the project which will have a total outlay of Rs 54.38 
crores for minor irrigation schemes. 

151. The four SFDAs and two MFAL development agencies in the 
state arranged for long-term loans during the years 1970-71, 1971-2 
and 1972-3 as under: 

Rs Lakhs 



Total 

Through LDB 

Through commercial 
banks 


1 

2 

3 

1970-71 

25.79 

25.79 

Separate figures not 
available 

1971-2 

303.12 

301.29 

1.83 

1972-3 

500.49 

486.51 

13.98 


152. The loaning policy of the land development banks provides for 
sanction of loan for the usual investment purposes, for a period varying 
from 6 to 9 years depending upon the purpose of the loan. The minimum 
amount of loan is Rs 1,500 (Masonry wells) while the maximum is 
Rs 15,000 (Bore wells). The loans are repayable in two instalments 
except in some cases such as, boring of tubewells, purchase of 
tractors etc. A certain multiple of land revenue, viz., 266/2 in the 
case of bhoomidhari land and 100 in the case of sirdari land plus the 
cost of project up to Rs 3000 will be the maximum eligibility of a 
borrower so far as the loan amount is concerned. While sanctioning 
the loan, adequacy of security and the repaying capacity of borrowers 


TABLE 22 
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are the two criteria adopted. The practice of sanctioning joint loans 
to a group of small farmers is in vogue. The minimum land holding 
for being eligible to borrow is normally one acre except in two cases, 
viz., for pumpsets/oil engines and for tubewells, when the minimum 
land holding is required to be 3 acres and 5 acres respectively. The rate 
of interest charged is 9% for all types of loans. 

153. The borrower has to pay administrative fee at 90 paise per 
Rs 100/- subject to a minimum of Rs 5/- and a maximum of Rs 80/-. 
Besides this, he has to pay Rs 20/- as advance share money before 
sanction of loan and after sanction of loan he has to pay the balance 
amount of share money in the multiple of Rs 20, the aggregate share 
money payable being 5% of the loan amount. 

154. The only concession given to the small farmer is in regard to 
payment of share money which he has to pay at a reduced percentage, 
viz., 3% of the total loan. The balance share money payable after the 
sanction of the loan is recovered by deducting an equivalent amount 
from the loan amount itself on the special recommendation of the BDO. 
Under the IDA credit project, concession in the amount of down pay¬ 
ment for lift irrigation (only if two or more farmers share the investment), 
land levelling and dug-wells and pumpsets loans has been granted by 
reducing the percentage from 15 to 10, 20 to 10 and 20 to 10 respec¬ 
tively. Also the repayment period is extended from 9 years to 15 years 
for loans for dug-wells as also for composite schemes of wells and 
pumpsets. 

155. The land development bank does not have field staff of its own 
but depends upon the community development block’s staff for the 
collection, processing etc., of applications. 


West Bengal 


156. The number of cultivating households, operational holdings and 
ownership holdings as percentage to the total number according to 
size of land holding in West Bengal is as under: 


Size of holding 

As percentage to total number 

Cultivating 

households 

Operational 

holdings 

Ownership 

holdings 

5 acres to 7.49 acres 

14.4 

13.3 

12.8 

2.50 acres to 4.99 acres 

26.5 

29.7 

22.5 

Up to 2.49 acres 

46.2 

44.3 

51.0 
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The small holdings group predominates in West Bengal. The number of 
ownership holdings falling in the category of land holding up to 5 acres 
in quite substantial, being more than 70% of the total number in the 
state. Even if we take the last category, viz., land holding up to only 
2.49 acres, we find that the percentage is as high as 51.0. Similar 
position exists for the cultivating and operational holdings. 

157. The details of loans sanctioned according to the size of land are 
not available in respect of West Bengal. The purpose-wise classification 
of loans issued during the years 1969-70 and 1970-71 is given in 
Table 24. 

The major proportion of loan, viz., more than 50% has been 
accounted for by minor irrigation schemes. 

158. The percentage of overdues to demand in the year 1969-70 was 
21.19 which went up to 32.75 in 1970-71 which indicates that the 
recovery performance of the land development bank was not happy. 

159. As regards the ARC-refinanced schemes the total financial outlay 
involved as on 30 June 1973 was Rs 101 lakhs. As far as these schemes 
sanctioned in the SFDA/MFAL development agency areas are con¬ 
cerned, the total outlay was Rs 90 lakhs. So far, no IDA project has 
been implemented in the state. 

160. The year-wise issue of long-term loans under the schemes of 
three SFDA and two MFAL development agencies in the state was 
as under : 


Rs Lakhs 




Total loans issued 


Year 

Through 

LDBs 

Through com¬ 
mercial banks 

Total 

1971-2 

4.56 

5.01 

9.57 

1972-3 

9.05 

28.49 

37.54 


161. The long-term loans which are sanctioned for various purposes 
are repayable witfjin a period of 7 to 15 years depending upon 
the purpose of loans as also the amount of loans. Thus, the period of 
repayment in respect of loans for tractor and pumpsets etc. is 7 and 
10 years respectively irrespective of the amount of loan. In other cases, 
the period is 7 years for loans up to Rs 1,000/-, 10 years for loans 
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between Rs 1,001/- and Rs 2,000/- and 15 years for loans above 
Rs 2,000/-. The banks have not fixed any norms or scales for financial 
outlay on different types of agricultural development. Loans for purposes 
like purchase of pumpsets, tractors and other agricultural machinery are 
sanctioned on the basis of quotations of dealers. As regards loans for 
other purposes, generally the borrower submits his own estimate which 
is examined by the bank with reference to the local rates, rates paid by 
government for similar items of work. However, the maximum amount 
of loan is Rs 10,000/- for all purposes except in case of tractors. The 
ceiling for loans for tractors is Rs 35,000/-. The loans are issued up to 
60% of land value as worked out by each bank. For this purpose, the 
lands are generally divided into 2 or 3 categories and valuation is done at 
a rate fixed for each category. The banks have not adopted the system of 
valuation suggested by the Reserve Bank of India, viz., valuing the land 
at 8 times the net income from the land benefiting from the development. 
There is no practice of issuing loans in instalments according to the 
progress of work and loans are advanced in one lump sum by almost 
all the banks. The basis for sanction of loans is: 

(a) Requirement of borrower 

(b) 60% of land value 

(c) Repaying capacity as worked out by the banks. 

The banks have not introduced the procedure of working out the 
repaying capacity on the basis of the net incremental income from the 
benefiting land. The repaying capacity is treated as difference between 
annual income of borrower (comprising gross value of produce and 
other non-farm income, if any) and annual expenditure (comprising 
family expenditure, cultivation expenses and land rent). There is no 
practice of issuing joint loans to a group of small farmers. The banks 
have not, by and large, fixed any minimum limit of land holding for 
loans for different purposes. The rate of interest charged to the PLMB 
is 7)4% while it is 10% to the ultimate borrower. No special concessions 
have also been introduced for sanction of loans to small/marginal 
farmers. 


162. The details of various charges/fees payable by the borrower are 
as under : 


(i) 


(ii) 

(in) 

(iv) 


Legal fees, Enquiry fee, 
public enquiry fee and 
search fee 
Admission fee 
Share money 
Share capital contribu¬ 
tion 


Total fees collected range between 
Rs 35/- and Rs 60/- according to 
amount of loan 

Re 1/- to Rs 2/- per application 
Minimum value of one share 

5% of the loan amount 
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The norms for appointment of staff have not been laid down by 
any PLMB/branch of CLMB. The average number of field staff of 
supervisors has been worked out at 5 for each PLMB/branch of CLMB. 
The strength of this staff ranges between 2 and 10. Also, there is no 
co-relation between the strength of this staff and the loan business. No 
uniform pay scales for the staff have been adopted by the banks but 
the state government have fixed the following pay scales as models : 
Manager — Rs 350—Rs 600 

Supervisors — Rs 225—Rs 430 


Pondicherry 

163. The state co-operative land mortgage bank of the union territory 
works both as the apex and primary bank. The classification of loans 
according to size of ownership holding during the years 1969-70 to 
1971-2 is given in Table 25. 

The classification shows that in the year 1969-70, the borrowers 
with land up to 2 hectares were sanctioned more than 50 per cent 
of the total loans. This percentage went up considerably in the next 
year when out of Rs 1227 thousands, as much as Rs 918 thousands were 
sanctioned to the borrowers holding land up to 2 hectares and the share 
of the group holding larger size of land, viz., 2-4 and 4.8 hectares 
went down. 

164. The purpose-wise classification of loans advanced by the bank 
during 1969-70 and 1970-71 is given in Table 26. 

The classification reveals that four purposes account for the bulk of 
the total loan and that one of these purposes is debt redemption. The 
other three purposes are minor irrigation, purchase of tractors and 
installation of electric pumpsets. 

165. The percentage of overdues to demand in 1969-70 and 1970-71 
was 30 and 24 respectively. 

166. As on 30 June 1973, the special schemes refinanced by the 
Agricultural Refinance Corporation involved a financial outlay of 
Rs 0.16 crore through the land development bank under the aegis of 
MFAL development agency and Rs 0.29 crore through the state co¬ 
operative bank. No IDA project has so far been sanctioned for 
Pondicherry. 

167. Under the programme of the MFAL development agency, long¬ 
term loans of Rs 0.13, 6.15 and 3.87 lakhs were advanced in the years 
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1969-70, 1970-71 and 1971-2 respectively. The amount of loans 
advanced in 1970-71 increased nearly 5 times that of 1969-70 but came 
down considerably in 1971-2. 

168. Long-term loans are sanctioned for minor irrigation, purchase 
of electric motor/pumpsets, tractors, improvements on land and for 
purchase of land in special cases to round off the holdings. The period 
of repayment varies from 7 to 10 years. According to the scale of finance 
fixed, loans for minor irrigation and other productive purposes can be 
sanctioned up to Rs 20,000, for tractors up to Rs 40,000 and for non¬ 
productive purposes up to Rs 10,000. Capitalization method is adopted 
for arriving at the value of land at 8 times the net income from developed 
land. The loan is disbursed in 3 instalments according to progress of 
work. The amount of loans sanctioned is determined with reference to 
the repaying capacity which is fixed between 75 and 90 per cent of the 
net incremental income. 

169. Joint loans are granted particularly through small farmers lift 
irrigation co-operatives. There is no minimum limit of land holding for 
being eligible for issue of loans. The rate of interest charged was 9 per 
cent up to 30 June 1973 but has been raised to 9per cent thereafter. 

170. The strength of co-operative supervisory staff of the bank is 6 
while that of the technical supervisor is 1. The pay scales attached to 
these posts are Rs 140 to Rs 294 and Rs 175 to Rs 345 respectively. 

The following fees are recovered from the borrower: 

Administration fees: Rs 5 for every Rs 1,000 of loan amount subject 
to a maximum of Rs 50/- 

Legal fees : Rs 5 per Rs 1,000 subject to a maximum of 

Rs 25/- 

The special concession granted to marginal farmer is that no down pay¬ 
ment is insisted from them for purchase of pumpsets. 

171. The state-wise information is briefly analyzed below: 

Quantum of loans advanced with reference to land holdings 

172. Andhra, Gujarat, Haryana, Maharashtra, Tamil Nadu and 
Uttar Pradesh accounted for 72.4 per cent of the total loans advanced 
by the land development banks in the year 1971-2. Among these, in¬ 
formation relating to the percentage and quantum of loans according 
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to size of land holdings is not available for Haryana, Punjab, Gujarat 
and Maharashtra. The percentage of loans issued to the borrowers in 
the category of land holders up to 2.5 acres is 20.43 in Tamil Nadu, 
11.91 in Uttar Pradesh and negligible in Andhra Pradesh. As for other 
states, it was 1.68 and 2.81 in Madhya Pradesh and Karnataka 
respectively. The next category of borrowers with land holding of 2.5 
to 5 acres, however, has fared better. In Andhra Pradesh and Uttar 
Pradesh the percentage of loans advanced was higher than their share 
with reference to total land holdings while in Tamil Nadu it was almost 
the same. Taking both the groups of borrowers together, the percentage 
of loans advanced in Uttar Pradesh, Tamil Nadu, Rajasthan, Karnataka 
and Andhra Pradesh is higher compared to the position obtaining in 
Bihar and Madhya Pradesh. The general overall picture is that the 
quantum of loans advanced to this category of borrowers is less than 
their proportion to the total number of land holdings. 


Valuation of security and eligibility for loan 

173. Only one state, i.e., Tamil Nadu has introduced a method of 
valuation of security as a multiple of prospective income. In Maharashtra 
capitalized net income is taken into account. In all other states the 
valuation is based on market value of land and in some cases as a multiple 
of land revenue. The potential value of land is taken into account only 
in Bihar and Andhra Pradesh (for sinking of wells alone). The following 
states allow the cost of improvement to be added to the present value of 
land and generally such addition is allowed for minor irrigation and 
agricultural machinery: (1) Andhra Pradesh (2) Gujarat (3) Madhya 
Pradesh (4) Orissa (5) Rajasthan (6) Haryana (7) Punjab and 
(8) Uttar Pradesh. Normally only 50% of such valuation is taken into 
account to determine the eligibility of the borrower. In Gujarat the 
percentage is higher, viz., 67 % including the estimated cost of improve¬ 
ment and machinery while it is 60% in Madhya Pradesh. This criterion 
of valuation of security and land has been liberalized in respect of small 
farmers in Andhra Pradesh, Maharashtra and Orissa. In Andhra Pradesh, 
75% of the value of security is the limit for small farmers while in 
Maharashtra it is 60%. In Orissa 75% is the limit and in addition, 
75% of the cost of the proposed development is also included for 
valuation of the security for minor irrigation. 

Thus, barring a few states, the valuation of security is not very liberal 
for small farmers. The government guarantee for deficit in security has 
been given by the state governments in Gujarat and Maharashtra in 
respect of small fanners. 
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Minimum qualifying limit of land holding 

174. Though a limit has not been laid down in Assam, 3J4 acres are 
considered viable for minor irrigation schemes. In Andhra Pradesh the 
limit varies from 1 acre to 15 acres; in Karnataka from 1 to 4 acres 
depending upon the purpose; and in Bihar it is 3 acres for pumpsets. 
In Madhya Pradesh 3% acres is the limit and in Rajasthan it is 2.5 acres 
for minor irrigation works. In Uttar Pradesh, 3 acres is the limit for 
pumpset and oil engine loans, 5 acres for tubewells and 1 acre for other 
purposes. In Gujarat 1/3 of the land coming under irrigation should be 
owned by the borrower, while in Orissa *4 an acre is required for 
sinking of wells and 3 acres for construction of tanks. Only Madhya 
Pradesh and Rajasthan have introduced a concession in favour of small 
farmers where the minimum limit has been reduced to 2.5 acres or even 
less, and 2 acres respectively. Kerala, Tamil Nadu and West Bengal 
have not laid down any qualifying limits. 

Issue of joint loans 

175. The practice of sanctioning joint loans is not followed in Assam, 
Kerala and West Bengal though these states have predominantly small 
holdings. Karnataka and Maharashtra allow joint loans under special 
schemes and where individual loans are not feasible. The quantum of 
such joint loans given by various states is not available. 

Share capital contribution 

176. Generally the share capital contribution required is 5% of the 
loan amount. In Andhra Pradesh it is 6% up to Rs 7,500 and 7 / a % 
above that amount. In Assam it is 10% and Rajasthan 8%. In Madhya 
Pradesh it is 7%% for amounts above Rs 10,000/-. Normally the 
share capital is payable in one instalment. The facility for payment in 
instalments has been introduced in favour of small farmers only in 
Andhra Pradesh, Madhya Pradesh, Orissa and Rajasthan. In 
Rajasthan, Tamil Nadu and Uttar Pradesh a lower rate of 5%, 2%% 
and 3% respectively has been prescribed for small farmers. The 
liberalized share capital collection ratio suggested by the Reserve Bank 
of India has not thus been introduced in most of the states. 

Fees charged 

177. The various fees payable by the borrower range from Rs 10/- 
to Rs 60/- for a loan amount of Rs 5,000. In four states, viz., Andhra 
Pradesh, Bihar, Kerala and Uttar Pradesh the amount of fees payable 
exceeds Rs 40/-. Concessions in favour of small farmers have been 
introduced only in Andhra Pradesh, Bihar and Madhya Pradesh. 
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Loan procedures 

178. According to the procedures followed in some states like Andhra 
Pradesh and Tamil Nadu, several documents like the geneological tree, 
those listed in the encumbrance certificate, certified extracts of land 
record and copies of maps have to be produced by the borrower. A public 
enquiry has to be held after admission of the loan application. Land 
valuation has to be done by a land valuation officer who is an officer 
of the Co-operation Department. If the quantum of loan is beyond 
certain specified limits, a higher officer of the Co-operation Depart¬ 
ment has to check land valuation. Legal scrutiny of documents is done 
in both the primary and central land development banks. In Andhra 
Pradesh the mortgage documents have to be assigned to the central land 
mortgage bank. This legal procedure involving long time-lag has not 
been modified for small farmers as a group in any state. 

Other special concessions granted to small farmers 

179. It is observed from the state-wise data given above that states 
like Assam, Bihar (excepting in the matter of fees), Kerala, Uttar 
Pradesh (excepting share money) and West Bengal do not offer 
concessions of any kind to the small farmers. In other states, these 
concessions are granted in different fields such as repayment period being 
longer and reduced or no down payments. These concessions are in 
addition to those granted for the valuation of security, minimum 
qualifying limits of land holding, share capital contribution and fees 
payable as mentioned above. 

Findings of Field Visits 

180. To elicit information regarding the problems of financing small/ 
marginal farmers in SFDA/MFAL agency areas, a questionnaire was 
issued to the agencies (as in Annexure III). Replies were received from 
38 agencies. The gist of replies received is given below: 

Processing of application 

181. The time taken for completion of processing of application is 
generally up to 3 months. In some cases it is more. The common 
reasons for delay in sanctioning loans are inability of the borrowers to 
produce land records in time and the lengthy legal procedure involved 
in examination of documents and execution of mortgage deeds. In some 
cases, public enquiry has been given as the stage where delay is caused. 
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Reasons for refection of application 

182. The most common reasons for rejection of loan application are 
inadequacy of security and non-availability of minimum land for irriga¬ 
tion as required under the rules framed for sanctioning of loan for minor 
irrigation. The other important reason was the requirement regarding 
location of minor irrigation units. 

Recovery performance of small farmers 

183. In a majority of replies the recovery performance of the small 
farmers has been reported to be more satisfactory than of the other 
farmers. 

Problems faced in financing small farmers 

184. In practically every case, the banks are stated to have faced the 
problem of financing small farmers for minor irrigation works due to 
the condition regarding the minimum area of land that should be brought 
under irrigation. In some cases, where this problem is sought to be 
solved by introducing the practice of joint loans, it has been found 
to be non-workable. Another common difficulty encountered is with 
regard to the restriction of minimum distance between two wells. Those 
who get loans for sinking of wells earlier are benefited while those 
who apply later are not able to get loans as the spacing requirement 
is not fulfilled. One more difficulty faced relates to procurement of 
land records in time. Unlike medium-term loans advanced for the same 
purposes by the central co-operative banks and commercial banks where 
security of land and mortgage is not required up to certain limits, the 
land development banks require many records and documents to be 
produced by the borrowers. In some cases, the small farmers are denied 
credit as they are having some old debts outstanding, 

Suggestions made in the replies 

185. The following are some of the suggestions made by the agencies/ 
land development banks: 

(a) minimum limit of land holding for irrigation may be lowered. 

(b) restrictions on minimum spacing between two wells may be 
removed wherever feasible. 

(c) before sanctioning loan for construction of well, it should be 
ensured that the loanee already has the means for lifting of 
water. 
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(d) the land development bank or the BDO should arrange for 
the land records to be produced on behalf of the borrower. 
The fees payable in this regard may be debited to the loanee’s 
loan account if loan is sanctioned or to share money suspense 
account if loan is not sanctioned. For this purpose, member¬ 
ship should be granted only if loan is sanctioned so that 
share money suspense is available for recovering the fees paid 
on loanee’s behalf. 

(e) fees payable for non-encumbrance certificate need to be 
exempted and clearance certificate may be issued by the sub¬ 
registrar or any other government official duly authorised for 
the purpose. 

(f) the period of repayment may be enhanced to 15 years as the 
incremental income may not be such in all cases as to leave 
sufficient margin for repayment of loan. 

(g) an agency may be created to undertake execution of work for 
the small fanners to enable them to complete the work accord¬ 
ing to the requirements. 

(h) failed tubewells may be fully subsidised by the agency as the 
poor marginal farmers cannot be burdened with the loan in 
such cases. 

(i) rate of interest may be lowered. 

(j) the valuation of land offered as security should be more liberal. 

Field visits 


186. To get first-hand information, the Study Group undertook a few 
field visits as given below: 


Name of the SFDA/MFAL/ 

Field study conducted by 

LDB visited 

1. Nalgonda—SFDA/MFAL 


Andhra Pradesh 

Study group 

2. Rae-Bareilly—LMB Uttar 


Pradesh 

Shri S. A. H. Razvi, Member 

3. (i) Gurgaon—SFDA 


(Haryana) j 

(ii) Mathura—MFAL 

^ Shri S. S. Salgaonkar 

(Uttar Pradesh) 



The Study Group also had discussions with the central land develop¬ 
ment banks in Andhra Pradesh and Uttar Pradesh. The findings of 
these studies are given below in brief: 
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Nalgonda — SFDA/MFAL 

187. The Agency covers 4 out of 7 taluks of Nalgonda District and 
arranges for sanction of long-term loans both to small and marginal 
farmers who have been defined as those having 5 to 10 acres and 2 to 
5 acres respectively of dry land. During the discussions with the 
representatives of the primary land mortgage banks and the agency 
the following problems were detailed by them: 

(1) Restrictions laid down in regard to the minimum spacing 
between two wells made it difficult to sanction loans to all the 
applicants resulting in denial of minor irrigation facilities to 
quite a good number of farmers, especially those who happened 
to apply late for loans for this purpose. It was agreed that 
while the spacing limits may be general guidelines, there may 
be some pockets where groundwater potential may be quite 
high and may justify reduction in the spacing between two 
wells. However, the discipline of investigating the availability 
of sufficient groundwater before taking up investment was 
salutary and would be in the long-term interests of the bank 
and the small/marginal farmers. 

(2) The benefiting area as prescribed by the Agricultural 
Refinance Corporation was an additional 1% acres of land 
over and above the existing land. This made it difficult for 
a small/marginal farmer to get the loan. The area benefiting 
from the investment including the neighbouring land which 
is under the command of the proposed minor irrigation work 
would be treated as the additional land brought under irriga¬ 
tion. It was felt that additional land to be brought under 
irrigation should not necessarily be owned land so that the 
incremental income of the small farmers is computed on the 
total land benefited and the small farmers are not denied 
loans on the ground of lack of incremental income with 
reference to the land owned by them alone. 

(3) The method of valuation for determining the eligibility of a 
borrower for loan was not liberalized. Thus the eligibility was 
restricted to 50% of the value of land offered as security, 
making it difficult to sanction loans to the extent of full require¬ 
ment of the proposed investment. Further, the valuation of 
land did not take into account the cost of proposed investment 
on the land. It was mentioned at the meeting that the state 
government had since issued orders raising the percentage from 
50 to 75. 
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(4) Existence of prior debts acted as a hindrance to extension of 
useful investment credit. 

It was agreed that some special provision would be 
necessary for grant of loans for discharge of prior debts of 
small/marginal farmers. 

(5) The prevalence of inam lands made it difficult for the land 
development bank to sanction loans to the holders of such 
lands. It was felt that government guarantee could be made 
available in respect of loans to be sanctioned to inam land 
holders so that the existence of non-alienable rights over the 
land did not debar such holders from getting development 
loan. The procedure followed in respect of tribal lands could 
be usefully adopted. 

(6) The number of checks and stages involved in the sanction of 
loan was high and caused much delay in the actual disburse¬ 
ment of loan. A few loan applications were examined by 
Shri S. A. H. Razvi, Member of the Study Group with a view 
to finding out the position in this regard. It was revealed that 
the average time taken for disbursement of loan was little more 
than 8 months and that half of this time was taken for comple¬ 
tion of legal scrutiny alone. The other stages, viz., receipt of 
encumbrance certificate, holding of public enquiry and field 
inspection, sanction of M.C., execution of mortgage deed etc., 
took more than 30 days each. A statement prepared by 
Shri Razvi showing the time taken at each stage of loan 
sanction is given as Annexure IV to this Report. It was consi¬ 
dered imperative to cut down this inordinate delay by doing 
away with certain stages and by simplifying the legal proce¬ 
dure, so that loans could be sanctioned within the maximum 
period of 30 to 45 days. In this context a suggestion was made 
that the executive officer or president of the primary land 
mortgage bank might be authorized to sanction loans up to a 
certain amount without there being any need to refer the 
application to the central land mortgage bank for legal 
scrutiny and final sanction. 

(7) The present policy of asking the loanee to construct trial pits 
from out of his own resources was not in consonance with the 
policy of granting various concessions to small/marginal 
farmers, as the cost of trial pits was about Rs 500 and was 
beyond the means of small farmers. The land mortgage banks 
should sanction these amounts as first instalment and the cost 
could be adjusted against the subsidy granted by the agency 
and not met from the resources of the small farmers. 


MC-Managing Committee 
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(8) The loans were disbursed late sometimes because the funds at 
the disposal of primary land mortgage banks were not 
adequate. The central land mortgage bank should look into 
this problem and sanction cash credit limits adequate to meet 
the requirements of loans for small and marginal farmers. 

188. An important point that emerged from the discussions was that 
the recovery performance of the small farmers covered under SFDA/ 
MFAL projects was better than that of other farmers. 

189. An on-the-spot study of two loan cases was done by the Study 
Group. In one case the loanee owning 4 acres of land, of which 2 acres 
were already brought under irrigation was sanctioned a loan of Rs 2000 
by the primary land mortgage bank for sinking of well. This amount 
which was much less than the cost of construction of well was arrived 
at on the basis adopted for determining the eligibility of the borrower, 
viz., 50% of the value of land offered as security. The loanee, on enquiry, 
stated that he had installed a second hand engine and the total cost of 
investment for him was about Rs 8000. He had met the balance amount 
of Rs 6000 by raising a small amount of Rs 500 from his own resources 
and the remaining amount by way of loan from a moneylender at a rate 
of interest of 30%. This particular case thus underscored the need for 
revising the basis of determining the eligibility of the borrower, i.e., the 
need for valuing the land by taking into account its post-developmental 
cost and raising the percentage for determining the eligibility for loan 
amount. Further, even after the availability of additional water, no 
attempts were made to change the cropping pattern, so as to increase 
the income from the benefiting land. The crop raised continued to be 
paddy. The examination of the second case disclosed that no follow-up 
was done in respect of utilization of loan inasmuch as the loan was 
being used not for developing the well on the loanee’s land but on the 
land adjoining the loanee’s land and he was drawing the water 
from his neighbour’s developed well for irrigating his land. 

190. The two studies thus showed that the quantum of loan sanctioned 
according to the existing rules was much below the actual requirement, 
the cropping pattern remained unchanged even after providing irriga¬ 
tion facilities and follow-up action was not adequate to ensure proper 
utilization of loan. 

Rae-Bareilly branch of land development bank 

191. The Rae-Bareilly SFDA had identified small farmers as those 
possessing land up to 7.5 acres. The bulk of the total advances made 
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by the land development bank went to small farmers during 1972-3 
as the land mortgage bank had advanced about 69% of its total loans 
to farmers owning land up to 7.5 acres. The number of small farmer 
beneficiaries also formed an impressive percentage of the total number of 
borrowers as their number was 70% of the total. Besides the fees 
mentioned in paragraph 153, the borrower was required to pay the 
following fees: 

1. Admission fee Re 1 /- 

2. Stamp duty No fee for loan amount upto 

Rs 10,000. Above Rs 10,000, Rs 22.50 
per 1,000 rupees 

3. Cost of certified copies of 

revenue records 50 paise per copy 

192. On an average, the total fees collected for loan amount of Rs 4000 
came to about Rs 40/-. No concession in fees was available for a small 
farmer. The loan application complete in all respect was received by 
the land mortgage bank through the Community Development Blocks. 
On receipt of the application, legal report thereon was submitted by the 
full-time legal assistant attached to the branch of the land development 
bank and with the recommendations of the branch manager the applica¬ 
tion was forwarded to the central co-operative land development bank if 
the loan amount was above Rs 8,000. If the loan amount was less than 
Rs 8,000, the sanction was accorded by the branch management 
committee. One noticeable feature of the loan procedure was that the 
encumbrance certificate was obtained through an advocate or ADO 
authorized by the branch. The time limit prescribed for completing a 
well and drawal of second instalment was six months. 

193. An examination of some loan applications of small farmers dis¬ 
closed that the average time taken for sanction of loan was 40 days. 
The only stage at which some delay was caused was for the execution 
of mortgage deed in favour of the land development bank. During the 
discussions with the central land development bank, the Study Group 
was informed that a beginning had been made to appoint field officers 
for the bank to process loan applications. Kisan sevaks and field super¬ 
visors at one per branch had been appointed for appraising the loan 
applications received from the blocks. The number of kisan sevaks is 
proposed to be increased to 3 per branch. 

194. The Study Group also noticed that the loan sanction and disbursal 
were made throughout the year and seasonality was not followed. This 
led to delay in utilization. The due dates for recovery were 1 June and 



FINDINGS OF FIELD VISITS 


81 


1 December and these were sought to be changed to 1 April and 
1 October to give the bank adequate time before the close of the year 
and with reference to agricultural seasons. The central land develop¬ 
ment bank mentioned that the loans for small farmers were not rejected 
by the bank for lack of security and that the classification of borrowers 
as small farmers was based on the declaration of the borrowers only, 
with no separate check by the bank. 

Gurgaon SFDA 

195. The applications of small farmers were sponsored by three 
different agencies, viz., the land development bank, the BDO and the 
SFDA. It was observed that the loan applications sponsored by the 
latter two agencies were delayed by the land development bank, especially 
when such applications were not accompanied by loan fee. Apart from 
advising the BDO and the SFDA, the land development bank did not 
take any other action to obtain payment of loan fees through its own 
staff. Thus there was no co-ordination between the BDO/SFDA and 
the land development bank. Where applications were sponsored by the 
BDO/SFDA, no follow-up action in each individual case was taken 
by them after sending the applications to the land development bank. 
Thus, in one case, an application sponsored by SFDA was found to be 
pending for more than a year with the land development bank simply 
because loan fee was not paid by the applicant. 

196. The total time taken for sanction of loan was about two months. 
This period, however, was exceeded in cases where loan fee was not 
paid along with the application or the co-shares were not available at 
the time of registration of mortgage deeds or due to non-availability of 
revenue records. 

197. The recovery performance of the small farmers identified as those 
having land between 2/ 2 and 7*4 acres was stated to be quite 
satisfactory. The agency experienced two difficulties in financing the 
small farmers. The first arose out of the practice of the land develop¬ 
ment bank to take the entire land of the borrower as security regardless 
of whether the entire land was necessary as security for the loan amount 
or not. This prevented a farmer from taking another loan say, for 
installation of pumpsets to draw water from the well constructed with 
the help of the earlier loan. The second difficulty was with regard to the 
minimum distance required to be maintained between two wells. This 
had made it difficult for many farmers to have wells on their 
lands. This difficulty could not be overcome by resorting to the practice 
of joint loans as the same was found non-workable. 
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Mathura MFAL 

198. The Mathura MFAL had identified marginal farmers as those 
having 2.5 acres of irrigated land or 3.75 acres of non-irrigated land. 
The agency could not make much headway in sanctioning minor 
irrigation schemes as the sub-soil water was not fit for irrigation of 
land. The agency had suggested to the Government of India to appoint 
a special officer for locating sweet water belts so that minor irrigation 
works could be taken up in the located areas. As the digging of wells 
was not found fruitful, raising of crops like tobacco, barley and mustard 
was considered more feasible. The marginal farmers were not extended 
any special concessions in the terms of loans. Because of this, marginal 
farmers could not be extended loan facility on a proper scale. The 
agency had written to the land development bank that unless the 
eligibility for loan was raised from the present percentage of 50 to 75 
of the value of land, coverage of marginal farmers under MFAL schemes 
would be very small. The agency had offered additional staff with the 
help of its subsidy to the land development bank for expediting and 
helping the execution of MFAL sponsored loans, but this offer was not 
acceptable to the land development bank presumably because the land 
development bank in Uttar Pradesh has no field staff of its own 
but depends upon the community development department’s staff for 
field inspection etc. The recovery performance of the marginal farmers 
along with those of others was very good, the percentage of recovery 
being more than 90. 

Recommendations 

199. Historically, co-operatives were intended as organizations for 
serving men of small means. Though the objective of the co-operatives 
has continued to be service to the weaker sections, unfortunately, over 
the course of years, these institutions have come to be identified with 
the interests of the bigger farmers. Recent technological advance has 
shown that small farmers can become viable producers. The national 
policy now lays emphasis on economic development of weaker sections. 
The Study Group considers that the fundamental objective of co¬ 
operatives as service institutions for the weaker sections should be kept 
in focus and in its view policies and procedures for members belonging 
to the weaker sections as distinct from the bigger farmers should be 
adopted by the co-operatives. Such a discrimination in favour of the 
small and marginal farmers is not against co-operative principles 
(e.g., co-operatives distinguish between ordinary members and associate 
members). 
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200. According to the statistics published by the Reserve Bank of India, 
33.5% of the total advances of land development banks in 1970-71 was 
for borrowers in the category of 0.01—5.0 acres of land holdings. These 
figures of land holdings are based on the declaration of the loanees and 
are not verified by the land development banks. The available statistics 
indicates that the borrowers in the category of less than 5 acres of land 
holdings account for less than 10% of the total in Rajasthan, less than 
15% of the total in Gujarat, Haryana and Madhya Pradesh and less 
than 50% of the total in Andhra Pradesh, Mysore and Uttar Pradesh. 
Information from Himachal Pradesh, Jammu & Kashmir, Orissa, 
Punjab and Maharashtra is not available. Since land holdings in the 
size-group of less than 5 acres constitute more than and about 50% of the 
total in most states, it is very necessary for land development banks 
to make special efforts to canvass this category of borrowers. The land 
development banks have to increase their share in the total loan portfolio. 
In this connexion, the Study Group considers that the norm of 20% 
of the total loans suggested by the Reserve Bank of India is inadequate. 
The Study Group suggests that the percentage should be related to the 
distribution of landholdings of this size-group in each state. The Study 
Group also recommends that each central land development bank should 
draw up a programme for covering loanees of this category for each 
primary land development bank or branch of the central land develop¬ 
ment bank taking into account the distribution of land holdings for 
that area. 

201. The Study Group carefully considered the question of definition 
of small and marginal farmers that should be adopted by land develop¬ 
ment banks. At present the SFDA/MFAL agencies have adopted 
different land holding limits for small fanners and marginal farmers 
for each project area. Under IDA credit projects another definition 
of small farmers as those in receipt of income not exceeding Rs 2400 per 
annum is in force. The RBI have also defined weaker sections for 
purposes of short and medium-term credit limits as those having less 
than 3 acres of land.. The question of definition is relevant for purposes 
of extending special terms and concessions by the land development 
banks. It was generally agreed by the Study Group that such definition 
should be one that can be easily understood in the field and ; is capable 
of application by field level staff. The Study Group also, noted that as 
against the distinction between potentially viable farmers and marginal 
farmers adopted in the SFDA/MFAL schemes in the Fourth Plan, there 
would be only combined agencies catering to a group of small fanners 
up to a specified ceiling of land holding and emphasis would be on 
generating additional income and employment for the lowest income 
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groups in the rural areas in the Fifth Plan. A suggestion was made to 
the Study Group that the definition of small and marginal farmers may 
be related to the land ceilings adopted in the states. In the SFDA/MFAL 
schemes which are of all-India application, a uniform definition related 
to holdings size is being adopted. The ceiling of land holdings under 
this definition is likely to be 5 acres. It is felt that this definition should 
be followed for purposes of extending special assistance and concessional 
terms by credit institutions also. The Study Group considers that a 
distinction should be made between irrigated and unirrigated land white 
adopting this definition. In the case of investment credit by land 
development banks, an assessment of incremental income and repaying 
capacity are the crucial factors and subject to this assessment the 
definition of small and marginal farmers adopted at the all-India level 
could be followed for extending special concessions and liberalized 
terms. This Study Group broadly agrees with this view. 

202. Mortgage of land is the fundamental basis on which long-term 
loans are advanced by land mortgage/land development banks. 
Mortgage of land serves two purposes, one as security for the loans 
issued and second, as the backing for the debentures through which 
resources are raised. The Study Group found that the maximum time 
taken in disposing of the loan applications was in the legal processes 
involved in the mortgage of security, starting from submission of 
required documents, verification, legal scrutiny, documentation and 
ending with the execution of the deeds. The SFDA/MFAL agencies, 
who were consulted, also drew attention to the cumbersome procedure 
involved as a consequence of the legal mortgage required. The informa¬ 
tion given to the Study Group also shows that the mortgage of land did 
not have much significance in the ultimate recovery by sale of land in 
many areas. On the other hand, the legal mortgage requirement tended 
to emphasise unduly the security aspects apart from long delays in the 
processing of loan applications. While the bigger farmers may be able 
to secure the revenue records and the legal documentation required, it 
is very much difficult for the small farmers with dispersed holdings and 
without access to the seats of pfiwer and authority to procure the legal 
documents required. The Study Group took into account the recent 
amendment of the ARC Act under which mortgage of land as security 
can be dispensed with by the ARC for extending refinance facilities. 
Medium-term loans from co-operatives and term loans from commercial 
banks are also available for the same purposes without mortgage of 
land. The Study Group, therefore, considers that if the resources 
required for the long-term advances to the group of small and marginal 
farmers can be made available initially by the state government, the 
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Government of India and the Reserve Bank of India and to a certain 
extent by the land development banks themselves, it would not be 
necessary to float debentures which would be required to be backed 
by mortgage of land. 

203. While there is no legal provision for floating debentures which are 
not backed by security, public loan/bonds can be raised without the 
backing of security. Under section 46A(2)(c) of the Reserve Bank of 
India Act, 1934, the funds available in the Long-term Operations Fund 
of the RBI can be used, among other purposes, to extend long-term 
loans not exceeding 20 years to the central land development banks. 
The state government have in the past been extending long-term loans 
under the Land Improvement Loans Act and the Agriculturists Loans 
Act without insisting upon mortgage of land. It should, therefore, .be 
possible for long-term loans being given to the land development banks 
towards the resources required for advancing loans to the small and 
marginal farmers without insisting upon mortgage of land as security. 
The Government of India can also contribute its share as loans instead 
of contributing to debentures. Such loans may be given on low rates of 
interest on the analogy of loans given by the Rural Electrification 
Corporation for development of the infrastructure of rural electrifica¬ 
tion. These loans will be required on long-term basis only in 
the initial period. Thereafter, it should be possible for the land 
development banks to rotate the loans through recoveries and at the 
same time service the instalments due towards repayment of the long¬ 
term loans to the institutions and governments. An appropriate small 
farmers development fund can be created in the land development 
bank for this purpose with separate sinking fund arrangement. As a 
pilot measure, this could be tried in selected SFDA/MFAL areas in 
the first instance. 

204. The Study Group, however, felt that some restriction on the 
individual borrowers would be necessary so that there is no tendency 
to dispose of the assets and the land without repaying the loans due to 
the land development banks. For this purpose, the Study Group considers 
that the following steps may be adopted— 

(i) Legal provision in the Co-operative Societies Act for a charge 
on land in favour of the land development banks, such a charge taking 
priority over all other claims excepting land revenue. Such a provision 
has already been made in states like Andhra Pradesh, Gujarat, 
Kerala, Jammu & Kashmir, Maharashtra, Madhya Pradesh, Karnataka 
and Orissa. Under section 100 of the Transfer of Property Act such 
charge has the effect of a simple mortgage. The land development banks 
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should arrange to give notice of charge to the registration authorities. 
The legal position may be got examined, if necessary. 

(ii) Surrender of the title deeds of the land by the borrower to the 
land development bank, wherever title deeds are available. 

(iii) Certification by the appropriate land revenue authority 
regarding the interests of the borrower in the land proposed for develop¬ 
ment, viz., record of rights. 

(iv) A simple bond to be executed by the borrower undertaking to 
repay the principal and interest on due dates and creating the 
charge on the land in favour of the land development bank. 

(v) An amendment to the Co-operative Societies Act to provide 
for the outstanding loan against the land development banks being the 
first charge on the land irrespective of change of ownership i.e., the first 
claim on the land being towards the outstandings to the land develop¬ 
ment banks even against the purchaser of land. A provision for this is 
in the Co-operative Societies Act of Bihar and Maharashtra. Extract 
of relevant section from the Co-operative Societies Act of Bihar is given 
below :— 

44.5 

(2) The Collector or any person specially authorised by him in this behalf, 
shall recover all sums due to a Land Development Bank in the following 
order and manner, namely:— 

(a) from the borrower as if they were arrears of land revenue due by him; 

(b) out of the land for the benefit of which the loan has been granted as if 
they were arrears of land revenue in respect of that land; 

(c) from a surety, if any, as if they were arrears of land revenue due by 
him; and 

(d) out of property comprised in the collaterial security, if any, according 
to the procedure for the realisation of land revenue by the sale of 
immovable property other than the land on which the revenue is due. 

(vi) Collection of encumbrance certificates by land development 
banks. In Uttar Pradesh legal provision exists for authorized vakils to 
obtain and produce certificates. Similar provision may be made in other 
states also. 

205. These provisions would adequately secure the interests of the land 
development banks while at the same time dispensing with the necessity 
of the borrower producing several documents and all the processes in¬ 
volved in verification and final execution. The Study Group notes that 
the provisions in the Co-operative Societies Acts referred to here are 
available to the land development banks under the present system of 
loans backed by mortgages. The Study Group is of the view that such 
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legal provisions should be available particularly for loans given to small 
farmers without the backing of mortgage of land. 

206. The Study Group recognizes that its recommendations to dispense 
with primary mortgage of land for small and marginal farmers repre¬ 
sents a radical departure from the present system followed in the land 
development banks. Till the system is altered as suggested in the 
paragraph above, operational improvements in the procedures and 
relaxation of security requirements can be introduced and followed. 

207. The simplified loan procedure followed in Madhya Pradesh 
enables the land development bank to disburse loans within 35 to 45 days 
of the receipt of loan application. Under this procedure only khasra 
extracts are required to be produced as evidence of title. Land valuation 
and public enquiry are proposed to be combined. Legal scrutiny is only 
at one stage and level and the mortgage is executed in favour of the 
primary land development bank. Loan disbursement is simultaneous 
with the execution of the mortgage deed. Under section 8 of the Madhya 
Pradesh Land Development Bank Act read with Rule 3 of the Rules 
framed under the Act, provision exists for government constituting a 
guarantee fund for meeting loss on account of defective title, among 
other causes. The Study Group commends this simplified procedure. 

208. In addition, it is suggested that security requirements may be 
relaxed in favour of small and marginal farmers. Loan eligibility up to 
75% of land valuation has already been adopted in Andhra Pradesh for 
small and marginal farmers. The central land development bank in 
Tamil Nadu has adopted the capitalization of potential net income as 
the method for valuation of security. This method has enabled the 
small and marginal farmers to obtain loans without difficulty from the 
point of view of adequacy of security. As the evidence before the Study 
Group suggests that security of land does not serve a significant purpose 
in the ultimate recovery through land sales, the Study Group considers 
that undue emphasis need not be placed on adequacy of security. The 
CLDBs may be required to adopt liberal methods of valuation of 
security feasible for small and marginal farmers. 

209. In Madhya Pradesh, the time-lag in processing and sanction of 
loans has been cut down considerably since the loan applications are 
received with full documentation at the initial stage itself. The revenue 
and extension staff help ensure the full documentation before the loan 
applications are admitted by the land development banks. In Uttar 
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Pradesh also, fully processed loan applications are received by the land 
development banks. As a result, there is hardly any delay in the disposal 
of loan applications and cases of rejection are few. The Study Group 
commends the adoption of this arrangement under which applications 
fully supported by requisite documents are presented to the land develop¬ 
ment banks. The Study Group also considers that this procedure may be 
introduced in all the SFDA/MFAL project areas. The agencies should 
ensure such full documentation before sponsoring loan applications of 
identified participants to the land development banks. A time limit will 
have to be fixed for the block/extension/revenue authorities to obtain 
and supply the documents required. 

210. The Study Group noticed that though the land development banks 
are themselves required to get the encumbrance certificates in some 
states, generally the responsibility falls on the borrower, in practice. In 
Uttar Pradesh authorized vakils are allowed by the land development 
bank to produce these certificates. The borrowers have to pay the fees 
to the vakils for this purpose. This procedure has considerably reduced 
the time taken for production of encumbrance certificates and is working 
smoothly. The Study Group suggests that this course may be adopted. 
The fees due to the vakils in the cases of small farmers may be paid 
by the land development banks and treated as part of their cost of 
administration. 

211. Loans are extended by the land development banks taking into 
account the incremental income generated as well as adequacy of the 
security. The Study Group recommends that the state governments 
should extend a guarantee for deficit in security for small and marginal 
farmers as is being done in Gujarat, Maharashtra and Madhya Pradesh. 
This will ensure that loans are not denied merely on grounds of in¬ 
adequacy of security. No guarantee fees should be charged for this 
purpose. This will also prevent loans being given for smaller amounts 
than are necessary on the ground that security will not warrant the 
granting of the full amounts of the loans. 

212. The Study Group reiterates the necessity for a fair assessment of 
the incremental income arising out of the proposed investment for 
determining the quantum of loans to be sanctioned to small/marginal 
farmers. The incremental income should be calculated with reference 
to the entire land benefiting from the investment; 80% of the incre¬ 
mental income may be computed for purposes of debt servicing. If this 
computation indicates that an extended period of repayment is 
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required, it should be considered to enable the small farmers to under¬ 
take the investment. Even if the extended period does not render the 
small farmer eligible for the loan, the question of subsidising part of the 
investment by government should be considered. For investments on 
land like land improvements, dugwells etc., which are permanent 
assets, the Study Group considers that a longer period than the present 
ceiling of 15 years should be allowed if the circumstances warrant it. 
For composite scheme of dugwells and pumpsets, the loan instalment 
may be so fixed that the loan relating to pumpsets is recovered within 
the life-time of the asset. The Study Group recommends that the 
central and primary land development banks should undertake a 
study for each area in consultation with the SFDA/MFAL agencies 
and lay down the broad criteria under which the extended period of 
repayment can be allowed. Since the SFDA/MFAL agencies are 
extending subsidies of 25% or 33j% on capital investment, such 
investment will normally be within the reach of the small and marginal 
farmers and the loans should be extended for the balance of cost of 
investment. 

213. The information furnished to the Study Group showed that in 
many states a minimum land holding is prescribed for eligibility for 
long-term loans from land development banks. For minor irrigation 
investment, in some cases, minimum area of land to be owned by the 
borrower has been prescribed. The Study Group considers that in the 
case of small and marginal farmers, such a specific minimum restric¬ 
tion may not be laid down or enforced provided the assessment of 
incremental income shows the investment to be feasible. 

214. The Study Group noted the wide variations in the various fees 
and charges payable by the borrowers for loans from the land develop¬ 
ment banks. The procedure followed also requires the fees and charges 
to be paid at various points of time, depending on the processing of the 
loan applications. The data collected by the Study Group has shown 
that in many cases the delays in processing of loan applications have 
occurred due to the time-lag involved in collection of fees and charges 
at various stages. The Study Group therefore considered that a service 
charge as a percentage of loan should be fixed by each land develop¬ 
ment bank and should be collected at the time of sanction of the loan 
(as in Tamil Nadu). Only the application and admission fee need be 
collected to cover the basic cost in processing the loan applications. 
The charges levied by land development banks should be lower in the 
case of small and marginal farmers and higher charges should be levied 
in the case of bigger farmers to meet the cost of administration. 
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215. The Study Group noted that fees and charges are also payable to 
the state governments for extracts of revenue records, encumbrance 
certificates etc. Exemption from registration fee and stamp-duty has 
been given by almost all state governments for loans given by land 
development banks. The Study Group recommends that the state 
governments should exempt the small and marginal farmers from the 
obligation to pay all such fees, duties and charges. 

216. The Study Group recognized that the small and marginal farmers 
do not have surplus resources and there was a risk of diversion of 
resources to meet consumption needs. The land development banks 
feared that the loans granted to small and marginal farmers might be 
diverted by them for pressing consumption needs if disbursements are 
made in cash. A system by which service agencies can convert the cash 
loans into productive investment would ensure that loans are utilized 
properly and the recoveries from productive investment would also be 
easier. The Study Group considers that agro-service corporations/ 
institutions should aim at servicing the small and marginal farmers for 
conversion of the loans into productive investment. For instance, the 
agro-industries corporations and agro-service centres can instal pump- 
sets, sink bore wells and also undertake levelling of land. Loans for these 
purposes made available by land development banks can be passed on 
to these service institutions direct. The Study Group emphasised the 
need to link credit for investment purposes for small farmers and 
marginal farmers with service agencies who can undertake the work. 

217. During the field visits of the Study Group, it was noticed that 
there was lack of co-ordination between the extension agencies and the 
credit institutions disbursing short/medium and long-term credits. In 
some cases the Study Group saw that there had been no change in the 
cropping pattern or variety of crop grown despite new investment in 
irrigation with the result that the expected benefits from the investment 
did not go to the small farmers. The Study Group considers that it is 
essential that the inputs, production credit and extension service 
required for improved agriculture are available to the small farmers 
undertaking investment in land. The Study Group suggests that in the 
SFDA/MFAL areas at least the agencies should ensure this co-ordi¬ 
nation in the field so that the identified small farmers reap the full 
benefits of investment undertaken with loans from land development 
banks. 

218. The SFDA/MFAL agencies extend risk fund to the land develop¬ 
ment banks in respect of loans given to the identified small and 
marginal farmers in their areas. These projects which are 87 in number 
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now, are likely to be extended to 160 in the course of the Fifth Plan. 
Similarly, other area development schemes like drought prone area 
development programme, command area development programme etc., 
will also be incorporating the basic features of the SFDA/MFAL 
schemes. Thus in a major part of the country, special grants to the land 
development banks for risk fund will be available in the Fifth Plan. 
The agencies also have provision for write-off of loans for failed wells 
taken up by identified participants. However, there may be some areas 
and some purposes for which such grants under special schemes are 
not available. The Study Group recommends the creation of a fund at 
the central land development bank level like the one instituted in 
T amil Nadu. This may be primarily to cover the risks in the loans 
advanced to the small and marginal farmers. The difference between 
the ordinary debenture rates and the lower rates for the loans suggested 
in para 203 may also be credited to this fund for providing risk cover. 
Adequate provision should also be made for granting extension in 
deserving cases to the small and marginal farmers, when they are 
unable to pay the instalments due to adverse seasonal conditions or 
natural calamities. 

219. The Study Group noted that joint loans for groups of small and 
marginal farmers are not available in some states. Since the lands of 
small and marginal farmers are generally fragmented, the cost of 
investment particularly for minor irrigation will be worthwhile only if 
sufficient command area which will be available by taking groups of 
farmers is covered. Joint loans will be necessary in such cases. The Study 
Group recommends that all land development banks may introduce a 
system of joint loans and encourage it. 

220. The information given by the agencies and the land development 
banks indicates that joint loans are comparatively difficult to arrange 
for and considerable persuasion is necessary to make the small and 
marginal farmers join in groups for availing of the facilities. At least 
in the SFDA/MFAL areas the agencies should encourage such joint 
investment, particularly for minor irrigation through the extension staff. 

221. Loans for debt redemption are restricted to 10% of the total 
portfolio of the land development banks at present. The need for loans 
for debt redemption arises primarily in cases of weaker sections of small 
and marginal farmers who do not have adequate resources of their 
own. The Study Group, therefore, considers that loans for debt redem¬ 
ption from land development banks should be confined to the small and 
marginal farmers. The extent to which such debt redemption loans 
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should be given to the borrowers in this category will depend upon an 
assessment of the productive investment for which loans will be required 
by the small and marginal farmers. For instance, if minor irrigation 
by way of dug well is feasible and is justifiable with reference to the 
incremental returns and the borrower can redeem the total loan over a 
period of time, the land development banks should extend loans to 
cover both the cost of investment and the debt redemption. Such debt 
redemption should be given for marginal amounts and with a view to 
secure the first charge on the land. The Study Group did not have 
adequate data to assess whether such cases of loans to cover debt 
redemption could be accommodated within the overall ceiling of 10% 
of the total portfolio of land development banks. If in the case of certain 
land development banks this percentage is found insufficient, the 
limitation should be relaxed so that purposeful investment by small 
and marginal farmers is supported adequately by land development 
banks. 

222. At present, loans for the purchase of ownership rights by tenants 
is not encouraged. Tenants are generally small cultivators who require 
long-term assistance not merely for the purchase of ownership rights 
but also for improving the land. Where such ownership rights form 
part of a comprehensive plan of development of the area, the Study 
Group considers that loans for purchase of ownership rights by tenants 
should also be treated as productive loans and be admissible from land 
development banks. Normally, it is envisaged that when ownership 
rights are vested in tenants in terms of land reform legislation, such 
legislation would also provide for mode of payment of value of land in 
suitable instalments over a long period. The need for land development 
banks to provide loans for purchase of lands will arise only when the 
land reform legislation does not contemplate such measures. 

223. A special concession of overlooking the percentage of overdues for 
purposes of loaning in SFDA areas in some states had been agreed to 
by the Reserve Bank of India. This concession has also been extended 
to MFAL areas. The rationale for this concession is that in the 
SFDA/MFAL areas where programmes of development are being 
drawn up, past defaults and overdues prevent the land develop¬ 
ment banks from extending loans to the weaker sections who are 
neither defaulters nor have had access to long-term loans from the 
bank. At a time when special agencies have been created and emphasis 
is being laid on reaching the benefits of development to this neglected 
sector in the economy, the objective in setting up the agencies will be 
defeated, if the institutions supporting the investment programmes do 
not extend timely assistance. The information collected by the Study 
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Group has shown that the collection of dues under the loans given 
under the auspices of SFDA/MFAL compares favourably with the 
collection of other loans. The study conducted in Andhra Pradesh by 
the land development bank in 1970 had also shown that the overdues 
have arisen mainly on account of bigger farmers. Therefore, it is 
necessary to allow the institutional credit agencies to finance the 
supervised development programmes under the agencies without 
letting past overdues arising out of defaults of the bigger farmers stand 
in the way of progress of the weaker sections. The Study Group, 
therefore, considers that the position in respect of land development 
banks situated in the agency areas and special area development pro¬ 
grammes should be examined on merits by the Reserve Bank of India 
and the land development banks allowed to finance the investment 
programmes without applying restrictions that will render the efforts of 
the special agencies infructuous. 

224. One of the points placed before the Study Group was inadequacy 
of funds with the primary land development banks and the time taken 
in obtaining resources from the central land development bank/ 
branches. In some states, the amount placed at the disposal of the 
primary land development banks is limited because of its past poor 
performance in recovery. This leads to delays in disbursements to 
small farmers. The Study Group suggests the system of cash credit 
accommodation wherever this has not been introduced and release of 
sufficient funds to sustain the loaning programmes of SFDA/MFAL 
agencies. 

225. The Study Group also recommends that the Reserve Bank of 
India may make available, liberally, loans from out of the Long-Term 
Operations Fund for share capital participation by state governments 
in the primary land development banks in SFDA/MFAL areas. This 
will enable the primary banks to have sufficient working funds to 
meet the requirements under these programmes. The pattern followed 
for similar loans for share capital participation in primary credit 
societies in the project areas, i.e., loans for share capital participation 
irrespective of past performance in recoveries, is commended for 
adoption. 

226. The Study Group found that the Reserve Bank of India’s circular 
for a liberalized pattern of share capital linkage and collection from 
small farmers is not followed in any state. The information received 
showed that the small farmers find it difficult to raise the resources to 
meet the share capital prescribed and that generally it is met out of 
deduction from the loan instalment itself. The SFDA/MFAL agencies 
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had reported cases of rejection of loan applications only on grounds of 
non-payment of share capital by the small farmers. For similar loans by 
commercial banks, no share capital is required. The Study Group 
recommends that the share capital required may also be included in 
the total loan amount in the case of small farmers. The small farmers 
should be required to pay only the admission fee and one share for 
membership out of their own resources. The land development banks 
can also adjust the share capital required from out of the subsidies 
deposited by the agencies and consequently increase the loan compo¬ 
nent to meet the total cost of investment. 

227. Several field studies conducted in the past have shown that small 
farmers have to supplement their income by cultivation from other 
sources or by working as agricultural labourers. It will not, therefore, 
be feasible to expect down payments from them or require them to meet 
part of the cost of investment themselves. The Study Group recom¬ 
mends that there should be a realistic view of the position of small 
farmers and initial cash payments from them beyond the first share, 
membership and admission fees may not be imposed. 

228. The Study Group noticed that in some states, loans are not 
disbursed for certain purposes during specified periods like cultivation/ 
rainy seasons, but in some other states, loans are disbursed throughout 
the year. The latter procedure leads to delays in utilisation and the 
danger of misutilisation. The Study Group recommends that the 
land development banks may adopt seasonality in disbursements. 

229. It was also noticed that the land development banks virtually 
cease to function as credit institutions during the collection season 
each year. Loan applications are neither processed nor sanctioned loans 
disbursed during this period of drive for collection. Thus, small farmers 
cannot get loans at the appropriate time when they may be able to 
utilize them. The Study Group suggests that if and when necessary 
post-dated cheques drawn on other co-operative institutions like the 
branches of the central co-operative banks with adequate safeguards 
may be considered for adoption by land development banks so that 
disbursements are not affected during the collection season. 

230. At present, land development banks collect statistics relating to 
the loans advanced to various size groups of land holders. But, corres¬ 
ponding figures of recoveries are not available. Information on the 
purpose-wise classification of the loans given to the various size groups 
is also not available. The land development banks have not also 
undertaken special studies with reference to the needs of small farmers, 
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the present state of loans and recoveries. The Study Group considers 
that basic statistics relating to purpose-wise loans to and recovery per¬ 
formance of small farmers should be built up and compiled. The land 
development banks should also undertake periodical reviews of their 
role with reference to the needs and performance of small farmers. 

231. The Study Group agreed that close supervision over the utili¬ 
sation of loans and follow-up is essential for small farmers. Prompt and 
frequent field inspections will help both the small farmers and the land 
development banks in proper utilisation of the loans for the purposes 
for which they were sanctioned. This may mean appointment of 
additional staff by the land development banks, departing from the 
yardsticks usually adopted. This increase in cost of administration 
cannot be passed on to the small farmers either as service charges or 
higher rates of interest. The Study Group considers that this increased 
cost in servicing the loans for the small farmers should be met partly 
by increasing the service charges for the big farmers and partly by 
subsidies from the state governments/agencies. 

232. The Study Group recognised that long-term credit for small 
farmers for investment in agriculture is only one factor in improving 
their economic condition. A whole range of co-ordinated programmes 
for extension and technical guidance, supplies of inputs, marketing 
and processing are necessary for the investment credit to yield the 
expected benefits. The SFDA/MFAL agencies have been set up to 
undertake this type of integrated planning. The Study Group noticed 
that recoveries of loans under the programme of the agencies compared 
favourably with the position obtaining elsewhere. The farmers service 
societies recommended by the National Commission on Agriculture 
are being set up in selected areas to provide the integrated package of 
services. The Study Group suggests that the co-ordinated and integra¬ 
ted area development approach be adopted both by the land develop¬ 
ment banks and the agencies. 

Sd/. Smt. S. Satyabhama 
Chairman 
18-10-1973 

Sd. H.M. Joshi Sd/. M. M. Batra Sd/. S.A.H. Razvi 

Member Member Member 
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ANNEXURE I 

Central Land Development Banks—Classification op Loans Advanced to 
Individuals During 1969-70, 1970-71 and 1971-2 According to Size op 
Ownership Holding 

Rs Thousands 


SIZE-GROUP OF OWNERSHIP HOLDING 


Bank 

Total 

Up to 1 hectare 

1-2 hectares 

No. of 
borrowers 

Amount 

No. of 
borrowers 

Amount 

No. of 
borrowers 

Amount 


1 

2 

3 

4 

5 

6 



1969-70 




Andhra Pradesh 

70,113 

20,68,21 

11,919 

1,86,14 

18,229 

3,72,28 

Assam 1 

303 

9,30 

90 

1,85 

96 

2,39 

Bihar 

3,858 

3,16,82 

675 

18,66 

945 

35,71 

Gujarat 

63,720 

21,08,30 

2,007 

35,06 

6,779 

1,36,94 

Himachal Pradesh 

511 

25,80 

103 

3,87 

155 

7,56 

Kerala 

3,046 

99,43 

2,402 

l71,69 

455 

18,57 

Madhya Pradesh 

14,863 

6,47,37 

71 

1,37 

980 

22,20 

Rajasthan 

7,443 

3,45,19 

151 

4,49 

572 

15,04 

Tamil Nadu 

30,863 

14,90,72 

10,804 

3,43,70 

9,288 

3,83,49 

Uttar Pradesh 

70,337 

17,07,33 

13,922 

1,62,83 

16,505 

3,62,07 

Pondicherry 

182 

11,73 

79 

3,46 

63 

3,39 

Tripura 

20 

92 

7 

14 

9 

42 

Total 

2,65,259 

88,31,12 

42,230 

8,33,26 

54,076 

13,60,06 


Andhra Pradesh 

63,483 

1970-71 

19,80,80 



26,478 

5,78,53 

Assam 

422 

12,74 

168 

3,67 

206 

7,49 

Bihar 

11,440 

6,88,00 

3,384 

2,30,63 

2,878 

89,75 

Haryana 

12,731 

9,23,08 

307 

17,53 

1,485 

97,06 

Himachal Pradesh 

601 

34,82 @ 

91 

4,42 

160 

10,38 

Jammu & Kashmir 

3,101 

52,59 

2,278 

26,83 

613 

9,50 

Madhya Pradesh 

16,193 

5,75,10 

86 

1,86 

1,754 

38,74 

Karnataka 

29,481 

9,67,64 

1,520 

32,32 

7,622 

1,80,04 

Rajasthan 

7,959 

4,86,32 

50 

1,58 

646 

42,06 

Tamil Nadu 

43,012 

21,95,03 @@ 

14,616 

5,53,85 

14,157 

6,10,94 

Uttar Pradesh 

80,364 

21,62,25 

13,649 

2,81,11 

25,082 

5,58,56 

Pondicherry 

184 

12,27 

87 

3,80 

62 

5,38 

Tripura 

15 

44 

10 

19 

2 

8 

Total 

2,68,986 

100,91,08 

36,246 

11,57,79 

81,145 

22,28,51 


(Contd.) 
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ANNEXURE I ( Contd .) 

Central Land Development Banks—Classification of Loans Advanced to 
Individuals Durino 1969-70, 1970-71 and 1971-2 Accordinq to Size or 
Ownership Holding 


Rs Thousands 


Bank 

SIZE-GROUP OF OWNERSHIP HOLDING 


Total 


Up to 1 hectare 

1-2 hectares 

No. of Amount No. of 

borrowers borrowers 

Amount 

No. of Amount 
borrowers 


1 

2 

3 

4 

5 

6 



1971-2 




Andhra Pradesh 

43,098* 

13,69,91 

— 

— 

16,785 

3,68,54 

Assam 

388 

10,43 

162 

3,15 

163 

4,12 

Bihar 

14,940 

9,47,42 

1,505 

47,76 

1,640 

52,24 

Gujarat 

22,398 

15,56,03* 

1,303 

— 

3,225 

— 

Haryana 

9,721 

7,21,14 

122 

5,64 

1,422 

99,42 

Himachal Pradesh 

661 

36,49* 

137 

— 

268 

— 

Jammu & Kashmir 

1,735 

49,80 

1,304 

15,38 

194 

5,59 

Kerala 

6,281 

2,68,42* 

4,515 

% 

1,301 

— 

Madhya Pradesh 

18,466 

7,64,69 

467 

12,83 

2,640 

67,31 

Maharashtra 

35,704 

17,21,53* 

1,772 

— 

6,124 

— 

Karnataka 

31,609 

11,52,49 

1,560 

32,37 

7,392 

2,05,21 

Orissa** 







Punjab** 







Rajasthan 

8,120 

3,44,64 

342 

16,03 

1,434 

39,84 

Tamil Nadu 

23,605 

16,77,12£ 

7,994 

3,42,64 

7,653 

3,95,75 

Uttar Pradesh 

71,933 

23,99,46 

13,199 

2,85,77 

22,801 

7,19,14 

West Bengal** 







Pondicherry 

319 

18,15 

223 

8,87 

57 

3,37 

Tripura 

2 

9 

2 

9 

— 

— 

Total 

2,88,980 

130,37,81 

34,607 

7,70,53 

73,099 

19,60,53 


@ Excludes Rs 5,94 (000) for which break-up is not available. 

@@ Excludes Rs 2,36,18 (000) for which break-up is not available. 

* The information relates to 154 banks only. 

$ Break-up of amount not available. 

** Data not available. 

£ *This represents disbursements effected by primary land development banks to members 
in respect of normal loans only. 



. Total leans advanced during 1969-70, 1970-71, 1971-2, 1972-3 

(a) Under normal jeheme (i) In the State as a whole 

(ii) In SFDA/MFAL areas 
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VII. Whether any special study!studies carried out by the bankjother institutionIs to examine the repayment performance, utilisation performance of small farmers? 
If so, a copy of the report may please be furnished. 
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STUDY GROUP ON FINANCING SMALL FARMERS 


Annexure III 

INFORMATION FROM PLMB/BRANCH OF CLMB 
IN SFDA/MFAL AREAS 

I. Amount of loans advanced under SFDA/MFAL Project 
Schemes and the total loans advanced by each PLMB/Branch 
of CLMB in the area covered by these Projects for the years 

1970-71, 1971-2 and 1972-3 

II. Year-wise sanction and actual issue of loans: 

Year No. of loans Amount of loans 

Sanctioned Advanced Sanctioned Advanced 


1970- 71 

1971- 2 

1972- 3 

III. Total number of loan applications under SFDA/MFAL 
schemes (a) received (b) sanctioned (c) rejected (d) pending 
with the Agency and the period for which pending. Reasons 
for rejection of applications may please be detailed. 

IV. Total time taken for processing of applications and delay, if 
any, at different stages. 

V. Recovery performance in respect of SFDA/MFAL sponsored 
loans in relation to other loans. 

VI. Additional staff appointed by the PLMB/Branch with the 
assistance of SFDA. Are they specifically to attend to the work 
relating to SFDA sponsored loans ? If so, specify their duties. 

VII. Amount of contribution required to be made by the borrower 
towards share capital and the manner of its collection. 

VIII. Any specific remarks/observations of the PLMB/Branch on the 
problems of small farmers. 

Note: The above information excepting at Item No. 1 is 
required only in respect of SFDA/MFAL schemes. 
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during the period from 1-4-73 to 30-6-73 to facilitate recovery of loan instalment. 
LA—Loan Application EG—Encumbrance Certificate 

TC—Technical Certificate MG—Managing Committee 
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REPORT OF THE STUDY GROUP ON 
THE SINKING FUND INVESTMENT POLICY OF 
LAND DEVELOPMENT BANKS 

Introduction 

The Governor of the Reserve Bank of India has set up a Committee 
to examine the various aspects of the working of the land development 
banks in the country, under the Chairmanship of Shri K. Madhava 
Das, Additional Chief Officer*, Agricultural Credit Department of the 
Reserve Bank. At its first meeting, this Committee decided to constitute 
a Study Group to “review the sinking fund investment policy of the 
land development banks and suggest ways to maximise the return on 
the investments”. The members of the Study Group as originally 
appointed are: 

1. Shri V. P. Malhotra Chairman 

Managing Director 

Tamil Nadu Co-operative State 
Land Development Bank, Madras 

2. Shri Jayakumar Anagol 
Managing Director 
Mysore State Co-operative Land 

Development Bank, Bangalore 

3. Shri H. R. Karnik 
Manager (Technical) 

Agricultural Refinance Corporation 
Bombay 

4. Shri A. K. Chatterjeef Member 

Registrar of Co-operative Societies 

West Bengal 

5. Shri Arjun K. S. Aiyar Member 

Chartered Accountant 

M/s. K. S. Aiyar & Co 
Bombay 

‘Since posted as Chief Officer. 

■fConsequent upon his transfer and relinquishing charge as the Registrar of Co-op. 
Societies, West Bengal, Shri Chatterjee resigned the membership of the Study Group from 
15 November 1973. * 
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2. The guidelines issued by the Committee to the Study Group 
suggested that the study might also cover the basic question as to 
whether the present policy of constituting sinking fund for enabling 
the banks to meet their commitments in respect of redemption of 
debentures on due dates should continue in the present form or with 
modifications, etc. These aspects were to be examined in the light of 
the procedure followed in regard to the redemption of debentures/ 
bonds by other long-term financing institutions. Further, in the context 
of the repayment procedure stipulated in the IDA project agreements, 
which call for repayment of instalments on an annual basis the Study 
Group was also asked to make recommendations to the Committee, 
on the following aspects: 

1. Whether the banks should continue the present policy 
regarding constitution of sinking funds; if not, what changes 
are needed and the implications thereof. 

2. Sinking Fund investment policy now followed by state 
land development banks and concrete suggestions to maxi¬ 
mise the return on investments. 

3. The Study Group held its first meeting in Madras on 26 June 1973 
which was attended by all the members except Shri Arjun Aiyar, 
who could not attend the meeting due to other engagements. At that 
meeting, it was decided to call for relevant data from state land deve¬ 
lopment banks in various states, elicit their comments on the present 
pattern of sinking fund investment, and their views on the necessity 
for a sinking fund, in the context of the practice now obtaining in 
other term-lending institutions for repayment of debentures. Accord¬ 
ingly a questionnaire was issued to all the state land development 
banks. 

4. It was also decided at the meeting to elicit the expert opinion of 
Shri Arjun Aiyar on the above aspects. Further, his opinion was also 
sought as to the most profitable manner of investment of the sinking 
fund. 

5. The second meeting of the Study Group was held in Bombay on 
3 November, 1973, which was attended by all the members except 
Shri Ghatterjee. At this meeting, the particulars and views received 
from the state land development banks and the suggestions (given in 
Annexures I and II) from Shri Arjun Aiyar were considered. On the 
consensus of the views expressed a synopsis for the report of the Study 
Group was approved. This meeting was also attended by Shri G. P. 
Bhave, Deputy Chief Officer, Central Agricultural Credit Department, 
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as a special invitee. As a meeting of the Standing Committee of the 
All-India Central Land Development Banks Union was held a day 
prior to our meeting, the Group took this opportunity to discuss with 
Shri Dandapat, Managing Director, Orissa State Co-operative Land 
Development Bank Ltd., certain aspects relating to contribution and 
investment of sinking fund. 

6. At the third meeting held on 18 February 1974 in Bombay the 
draft report as circulated by the Chairman was considered and appro¬ 
ved with suitable modifications. Shri G. P. Bhave, Deputy Chief 
Officer, Central Agricultural Credit Department also attended this 
meeting and the Group wishes to record its thanks for the assistance 
provided by him. 

Constitution of Sinking Fund—Evolution of Policy 

7. The state land development banks raise the required funds by 
periodical floatation of debentures, which are of three types— (a) 
ordinary debentures, (b) special development debentures and (c) rural 
debentures. Special development debentures which are subscribed to by 
the Agricultural Refinance Corporation and state governments only, 
are issued in connection with the schemes financed by the Agricultural 
Refinance Corporation and rural debentures are floated for mobilising 
rural savings. 

8. The debentures are covered by mortgages and are repayable 
after a specific period. There are two systems of repayment on retire¬ 
ment of debentures, viz., ‘Sinking Fund System’ and ‘Serial Bond 
System’. Under the former, the banks set apart annually during the 
currency of debentures, such sums as together with interest, would be 
sufficient to amortize the amount of debentures on maturity. Under 
the latter, the debentures are repayable in annual instalments and 
therefore, each series is redeemed gradually. The investors in United 
States where this system was first tried are reported to have resisted 
this method in the early stages, but by the 1960’s it had been more or 
less accepted. It may be mentioned, in passing, that the ‘sinking fund 
system’ is followed by the banks in India in the case of ordinary 
debentures, rural debentures and special development debentures in 
respect of non-IDA ARC schemes, while in the case of special develop¬ 
ment debentures floated under IDA schemes, an adaptation of the serial 
bond system is being followed and there are annual repayments. 

9. Before the system of sinking fund was adopted, the Madras 
Co-operative Central Land Mortgage Bank, one of the pioneers in 
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the floatation of debentures, had experimented with the system of 
redeeming the debentures earlier than the stipulated period of matu¬ 
rity. The debentures, which it floated in its early stages of working 
carried interest at rates varying from 6 to 6^. They were issued subject 
to the option to the bank to redeem them earlier on giving three 
months’ notice to the debenture-holders. With the fall in interest rates 
in subsequent years, the bank not only exercised this option in redeem¬ 
ing the debentures to the extent of principal collections but also resorted 
to the withdrawal of the debentures to the entire extent of the series by 
giving the necessary notice to the debenture-holders. This was done in 
order to reap the full benefits of the lower interest rates prevailing then. 
By resorting to this device, the bank was able to retire the debentures 
carrying high interest rates and to float fresh debentures at lower rates. 
Thus, debentures issued in 1931 and 1932 bearing interest @ 6% to 
6i% were redeemed by the bank in 1934, after giving three months’ 
notice and in their place debentures bearing interest at 5% were issued. 
These 5% debentures were again redeemed by issue of 4% debentures, 
in 1935 and 1936. The benefit of the lower rate of interest was however 
passed on to the agriculturists. Though this had a good psychological 
effect on the farmers who felt that the bank had come to their rescue, 
the debenture-holders complained that they were put to considerable 
inconvenience and loss because they were called upon to take back 
their money which could be reinvested only at lower rates of interest. 
In 1936, in pursuance of the advice of the state government, the clause 
conferring the right of redeeming debentures on three months’ notice, 
by drawal of lots, was deleted. 

10. In a note circulated in 1936, on the financing of land mortgage 
banks, the Reserve Bank of India advised central land mortgage banks 
that the system of redeeming debentures at the option of the issuing 
bank was bound to make them unpopular in the long run. Such a 
procedure would not also help the debentures to gain capital apprecia¬ 
tion on account of uncertainty in regard to the period for which they 
were to remain in circulation. The constitution of sinking fund, the 
Reserve Bank of India advised, would create a sense of security in the 
minds of the investors. Moreover, the amount accumulated in the 
sinking fund would be helpful to the banks for stabilising the market 
value of debentures, as the amount in sinking fund could be utilised 
for purchasing debentures if there was an undue fall in their market 
value. The Reserve Bank advised that the amount in the sinking funds 
should be invested in government securities and other trustee securities 
including banks’ own debentures. The Reserve Bank of India was 
clear, from the very beginning, that the constitution of sinking fund 



106 STUDY GROUP ON SINKING FUND INVESTMENT POLICY 

would result in a certain amount of loss to the banks as it would not be 
always possible for them to earn the same rate of interest as that paid on 
debentures. To make up for such loss and to enable the banks to build 
up strong reserves, the RBI advised the central land mortgage banks 
to keep an adequate margin between their borrowing and lending 
rates. 

11. Based on this advice, sinking funds were constituted by all SLDBs. 
Two different methods were followed in regard to the contributions to 
the sinking fund. In the ‘equated instalment system’, out of the collec¬ 
tions the bank had to pay into the sinking fund an equated contribution, 
which together with compound interest (at a rate to be fixed by the 
board) will provide at the end of the period for which debentures were 
issued, sufficient sum to redeem the debentures on maturity. In the 
fixed instalment system, on the other hand, out of the collections, the 
bank had to pay into the sinking fund, a sum equal to the amount of 
the series, divided by the number of years for which the series had been 
issued. The former method is scientific while the latter method has the 
merit of simplicity. Whatever the procedure adopted, the basis of the 
sinking fund remains the same, that by the end of the period of each 
series of debentures, the full amount of the debentures should be 
accumulated. 

12. In the early stages, a separate sinking fund was maintained for 
every series of debentures issued. This was discontinued as cumbersome 
and banks now maintain a consolidated sinking fund for all the series 
of debentures in circulation. This system has obvious advantages. 

Need for Sinking Fund 

13. The terms of reference of the Study Group call for an exami¬ 
nation of the need for sinking fund, in the context of the following 
developments: 

(i) In other term-lending institutions like the IFC, ICICI, ARC, 
IDBI, SFCs etc. which issue bonds/debentures, no sinking 
funds are maintained for amortization. 

(ii) SLDBs are availing themselves of refinance facilities provided 
by the ARC, to an increasing extent and so their ordinary 
debentures programme is gradually shrinking. In the case of 
schemes under IDA project, SLDBs are required to make 
annual repayments to ARC, which means that as and when 
the due dates arrive every year for a series of bonds, a part 
of the debenture liability is extinguished. Virtually, there is no 
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necessity for maintaining sinking fund for amortization of these 
debentures. The ARC has also indicated to the SLDBs its 
intention to extend this pattern of annual repayments to 
non-IDA schemes as well. In the event of this procedure being 
adopted by the ARC, and the loaning operations of SLDBs 
under ordinary debentures also getting contracted, the sinking 
fund would be required only for the limited purpose of 
redeeming ordinary debentures. 

14. Before we proceed to examine the need for sinking fund, it is 
considered appropriate to give below the method of constituting 
sinking funds followed in commercial firms/undertakings and how it 
differs from that followed in land development banks. The former 
generally follow the procedure as laid down in standard text books of 
accountancy; to quote the Advanced Accountancy by Batliboi 

“It is found by setting aside, half-yearly or yearly, a fixed sum of 
money for definite period, such sum to be invested at compound 
interest, so that at the end of the period the annual amounts with 
accumulations of interest, will be sufficient to discharge a prescri¬ 
bed loan. In such a case, the amount set aside should not be 
debited to revenue account but to a net revenue account or profit 
and loss appropriation account, as being rather in the nature of 
an allocation of profits than a charge on them”. 

15. However, in the case of state land development banks, sinking 
funds are created out of recoveries received by them for amortization 
of the debentures. Such a practice is in accordance with the by-laws 
and trust deeds of the banks which enjoin upon them to create sinking 
funds by contributing amounts every year out of the recoveries of loans 
made by them. 

16. We may refer here to certain facts which explain the reasons for 
having the practice of constituting sinking fund in land development 
banks out of the recoveries instead of from the profits as is the practice 
in commercial firms/undertakings. SLDBs neither have a strong share 
capital base nor large accumulated profits, which are often available 
with commercial institutions. Secondly, the volume of profits of SLDBs 
is not so large as to bear the burden of annual contributions to the 
sinking fund. Hence, contributions to the fund will have to be made 
out of loan recoveries, themselves. Further, SLDBs provide financial 
assistance for investment in agriculture, which is always subject to 
vagaries of nature. Loan recoveries cannot, therefore, be expected to be 
uniformly good every year as they are often susceptible to various 
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factors like drought, floods, wilful default on the part of the borrowers 
and extraneous influence. SLDBs cannot, therefore, retire a series matur¬ 
ing in a particular year from out of recoveries in that year, on account 
of the above factors. 

17. There is a legal obligation on the land development banks to 
constitute and maintain a sinking fund. Creation of this fund is, in fact 
an additional guarantee (apart from the government guarantee) to 
investors, who are assured of adequate assets to redeem debentures on 
maturity. At the same time, constitution of sinking fund is a built-in 
protection to the state governments who, as guarantors, have perforce 
to be satisfied that the banks will be able to redeem the debentures on 
maturity. 

18. It is open to the central and state governments to repay a maturing 
loan by a fresh issue and holders of maturing government securities 
are offered attractive conversion terms. The bulk of maturing loans are 
thus repaid by conversion. IFC; ARC; etc., are also adopting the 
same strategy. This course is not open to SLDBs and it cannot be 
said that they will always be in a position to float fresh debentures 
to the extent they have to meet the liability of a maturing series in a 
year. 

19. In the circumstances, there is a necessity for making a regular 
provision for cyclical retirement of debentures through the constitution 
of sinking fund, which provides a built-in mechanism to take care of 
the repayment liability. 

20. The need for maintenance of a sinking fund to meet debenture 
obligation of SLDBs has been the topic of considerable debate and 
discussion. In this connection, mention may be made of the observa¬ 
tions of the Estimates Committee (1962) of the Madras legislature in 
regard to the maintenance of sinking fund by the then Madras 
Co-operative Central Land Mortgage Bank Ltd. The Committee 
had, inter alia, favoured total abolition of the sinking fund. The 
bank constituted, in 1962, a Sub-committee comprising Sarvashree 
S. Narayanaswamy and J. V. Somayajulu, to examine the position and 
make recommendations. A copy of the report is given in Annexure III. 

21. Mention may be made here of the two arguments which were 
being advanced earlier against the maintenance of sinking fund, viz., 
non-availability of the funds transferred to the sinking fund for loan¬ 
ing operations and lower yield earned by the investments. The first 
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argument is no longer valid in view of the present pattern of investment 
stipulated by the Reserve Bank which allows the banks to invest up to 
60% of the sinking fund in the debentures of state land development 
banks or its own debentures and another 20% in fixed deposit with state 
co-operative/commercial banks. As a result of this arrangement these 
amounts are indirectly available to the banks; in the case of the former 
in the form of mutual support to debentures and in the case of the latter 
by way of interim finance. The second argument also is not weighty for, 
in the context of rising interest rates, the average return from invest¬ 
ments in respect of debentures floated in the past at lower rates and those 
at current rates, when taken together, may not be very low. It will 
thus be seen that when sinking fund portfolio is carefully planned and 
properly managed, it will take away the very basis of the argument that 
when there is more advantageous use of funds for loaning a less im¬ 
portant use by way of sinking fund contribution has little claim for 
attention. 

22. We have carefully considered the various arguments for and 
against the practice of maintaining sinking fund by the SLDBs and 
feel that it is necessary to maintain sinking funds for amortization of 
debentures, in view of the heavy commitments, so inescapable, on 
account of the nature of the business of the banks and as also with 
reference to the obligations that devolve on them under the Co-opera¬ 
tive Societies Act, by-laws and trust deeds. As already stated, the 
trust deeds and by-laws provide for maintenance of sinking fund for 
redemption of debentures. In case SLDBs have to do away with the 
sinking fund, suitable modifications will be necessary in the legal 
framework, i.e., Co-operative Societies Act, by-laws and trust deeds. 
At any rate, nothing can be done to alter the position of the existing 
debenture-holders as these debentures were issued subject to the con¬ 
dition that sinking fund would be maintained in respect thereof. Thus, 
the banks could consider discontinuance of the existing practice only 
in respect of future issues of debentures. Taking an overall view, we 
recommend that the present practice of maintaining sinking fund by 
SLDBs be continued, in view of the fact that over a long period it has 
been proved to be a prudent and useful arrangement. 

23. Incidentally we may add that in reply to our questionnaire all 
the SLDBs have expressed against the abolition of sinking fund. It has, 
however, been suggested by some banks that they need not be required 
to contribute to the sinking fund to the brim and contribution may be 
permitted to the extent of 50 to 75%. This suggestion may lose much 
of its force in the context of the modifications in investment pattern of 
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sinking fund, suggested by us in the following section and which is 
calculated to ensure a higher rate of return on the sinking fund invest¬ 
ments than at present. 


Investment of Sinking Fund 

24. State land development banks are required to constitute sinking 
funds for amortisation of the debentures issued by them. Until due dates 
of redemption of debentures, the balances held in the sinking fund have 
to be invested in different securities so that they may earn adequate 
return. While making such investments, banks are guided by three 
cardinal principles—safety, profitability and liquidity. The invest¬ 
ments have to be safe because any deficit in their value will affect the 
ability of the banks to meet their commitments to debenture-holders. 
Profitability will be the other important factor to be counted, as the 
banks will stand to lose if the yields on different investments fall short 
of the interest paid to the debenture-holders. Last but not the least, 
the liquidity of investment is also to be kept in view for the purpose of 
ensuring prompt repayment of debenture liability. With these consi¬ 
derations in view, the banks invest their sinking funds in accordance 
with the provisions of the Trust Deed. 

25. In the early stages, the bulk of the balances held in sinking fund 
were invested in government securities and so the sinking fund invest¬ 
ments were not remunerative. It was in this context that some central 
land mortgage banks wanted to discontinue the constitution of sinking 
fund or use at least 50% of their collections for reloaning and contri¬ 
buting the balance to sinking fund. The matter was considered by 
the Second All-India Conference of Central Land Mortgage Banks 
held in December 1965 at Ahmedabad and the Conference made 
certain suggestions with regard to profitable investment of sinking 
fund. This aspect of the matter was also considered by the Standing 
Advisory Committee on Agricultural Credit at the twenty-sixth 
meeting and the following principles were recommended by them in 
regard to the investment of sinking fund. 

1. Central land mortgage banks may invest up to 60% of their 
sinking funds in their own debentures or those of the sister 
LMBs. 

2. Investment of not less than 20% in government securities, 
other than debentures of LMBs. 

3. Investment not exceeding 20% of the sinking fund in fixed 
deposit with state co-operative banks. 
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26. In 1971, at the request of central land development banks, the 
Reserve Bank of India (in their circular No. ACD.LDB. 1396/B.2/70-71 
dated 19 April 1971) made a few changes in the above pattern. The 
banks were allowed to invest 20% of their sinking fund in government 
ind trustee securities. However investments in government securities 
were not to be less than 10 per cent. Accordingly banks now invest a 
part of their sinking fund in bonds issued by the state electricity boards, 
Agricultural Refinance Corporation and other trustee securities which 
carry a higher rate of interest than government securities. Further, 
the banks were allowed to invest not more than 20 per cent of their 
sinking fund in fixed deposits with state co-operative bank and com¬ 
mercial banks, the investment with the latter only under certain 
circumstances. 

27. The total of the securities held on account of the sinking fund are 
not at any time to be less than the contributions made to the si nking 
fund constituted for redemption of all these series. The banks can also 
purchase debentures or other securities of any maturity and need not 
necessarily hold only those securities which mature not later than 
5 years from the date of maturity of their debentures. 

28. Investments in debentures of sister land development banks are 
made generally on reciprocal basis, and as such provide funds for their 
own business. Investment of sinking funds in medium-term deposits 
with state co-operative bank is also of great importance to the co¬ 
operative movement, inasmuch as these investments augment the 
resources of the state co-operative banks and help them with the much 
needed medium-term finance. It also enables the state co-operative 
banks to extend interim accommodation to the land development 
banks on liberal terms. In Mysore and Maharashtra, the state co¬ 
operative banks allow preferential rates of interest on the sinking fund 
investments made with them. 

29. Incidentally it may be added that the above investments not only 
earn higher yield but also in their case income tax is not deducted at 
source as in the case of government securities. 

30. The state land development banks, by and large, are making 
investment of their sinking funds in accordance with the guidelines 
prescribed by the Reserve Bank of India. At times, on account of 
certain unavoidable circumstances, investments in debentures of 
SLDBs are not possible to the extent of 60% and in such cases the 
shortfall is made good by making investments in trustee securities. 
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31. The pattern of the investments made by SLDBs during the three 
years, viz., 1969-70 to 1971-2, as also the procedure followed therefor are 
given is abstracted in Annexures IV and V respectively. 

Revision of Existing Pattern 

32. The Study Group has been called upon to examine the present 
pattern of investment of sinking fund and make recommendations for 
increasing the return therefrom. The pattern, as prescribed by the 
Reserve Bank of India, has already been discussed in detail. It has been 
noticed that state land development banks, by and large, invest their 
sinking funds in accordance with the pattern suggested by the Reserve 
Bank of India. 

33. There is a general impression among some SLDBs that the income 
from sinking fund investments is lower than the interest payable on the 
debentures floated by them. Out of 8 banks which had given the 
requisite information, 3 banks, viz., Kerala, Maharashtra and 
Pondicherry, stated that the return on investments was less, while the 
remaining banks, viz., Mysore, Uttar Pradesh, Himachal Pradesh, 
Rajasthan and West Bengal stated that the return was adequate. 

The yield from investments, on the basis of the existing pattern 
is generally as under: 

Investment of 60% in the debentures of 

sister institutions and in Banks’ own 

debentures 5J% to 6% 

Investment of 20% in government and 

trustee securities 5|% to 6% 

Investment of remaining 20% in fixed 

deposits with banks 7J% to 7$% 

34. The present rates of interest payable on ordinary and special 
debentures work out to 6.10 and 6.50 per cent respectively, while the 
average return on sinking fund investment works out to 6.50 per cent 
only. It will thus be seen that return from sinking fund investment is 
not uneconomical vis-a-vis the present rates of interest on the deben¬ 
tures floated by the banks. Variations in rates of interest allowed on 
debentures and other investments cannot however be ruled out. The 
above position may also undergo a change as the scope for refinance 
through ordinary debentures is getting reduced consequent upon 
larger areas being brought under IDA projects and ARG-assisted 
schemes. The SLDBs have contended that in view of the present trends, 
they may have to seek refinance from the Agricultural Refinance 
Corporation in respect of bulk of their lendings after a couple of years. 
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Therefore the margin between the return on sinking fund investments 
and interest payable on debentures would get narrowed down since 
special debentures carry higher rates of interest, than ordinary 
debentures. 

35. In fact, the rate of interest on special development debentures has 
recently been raised to 7%. The SLDBs therefore feel that after some 
time the interest payable on funds obtained by them may be consi¬ 
derably higher than the return on sinking fund investments, unless the 
existing pattern of investment is also suitably modified. It is in this 
context that the SLDBs have pleaded for such modifications as may 
maximise the yield on sinking fund investments and make them 
remunerative with reference to the increased cost of funds raised 
through debentures. 

36. The suggestions made by them are given below: 

Name of SLDB Suggested pattern of Other suggestions 
__ _ investment _ 

Deben- Fixed Govt, 

tures of Deposits secu- 

SLDBs with SCBs rities 
& nation¬ 
alised commer¬ 
cial banks 

Mysore 
Kerala 
Maharashtra 

West Bengal 
Punjab 


Gujarat 

Rajasthan 


1 30 

60 

10 

) 

40 

50 

10 


40% - 


Banks should be 
at liberty to make 
investments in any 
security without 
restricting the 
percentage. 


— Fixed percentage 
of Sinking Fund 
may be earmarked 
for investment in 
the bonds of state 
electricity board. 


114 STUDY GROUP ON SINKING FUND INVESTMENT POLICY 

37. Jammu & Kashmir Land Mortgage Bank has represented that 
the yield on govt securities is low and as such the restriction in regard 
to investment of at least 10 per cent in govt securities be removed in 
the case of developing banks. 

38. While making changes in the present pattern of investment of 
sinking fund, it is necessary to ensure that the investment not only 
conforms to the three cardinal principles of liquidity, safety and profi¬ 
tability but also the funds are retained within the co-operative sector, 
for obvious reasons. Against this background, various suggestions were 
examined by the Group. 

39. A proposal has been made that a part of the sinking fund should be 
invested in debentures of well established joint-stock companies which 
carry much higher rates of interest than the rate on LDB’s debentures 
or bonds issued by state electricity boards. It was, however, felt by 
the Group that the suggestion will not be in consonance with the 
objectives and principles of co-operation. The Group, therefore, 
recommends that any change in the investment pattern should be 
confined only to adjustments within the overall pattern laid down by 
the Reserve Bank. 

40. Practically all the banks have suggested that investment in govern¬ 
ment and other trustee securities should be reduced from 20 to 10%, 
in view of low yield. The Group, however, felt that the state govern¬ 
ments might not welcome the idea of reduction in the banks’ invest¬ 
ments in government securities. The state governments are guarantee¬ 
ing the debentures issued by state land development banks and are 
extending many other facilities to them and as such justifiably expect 
the LDBs to reciprocate with liberal support to the government’s massive 
loaning programmes for development. We, therefore, suggest that 
within the overall limit of 20% the SLDBs may have the discretion to 
adjust investments between government and trustee securities. Under 
this arrangement, the banks can make larger investment wherever 
necessary, in government guaranteed debentures of state electricity 
boards and other public sector concerns to whom the state governments 
have to extend substantial financial assistance. The government will 
get relief to the extent of the investments made by SLDBs in these 
institutions while the state land development banks will earn a higher 
return on these investments as these securities carry higher rate of 
interest than government securities. 

41. It has been represented by some banks that of late SLDBs are 
not floating ordinary debentures for substantial amounts on account 
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of larger areas being brought under ARC-assisted schemes and as 
such they find it difficult to invest 60% of their sinking funds in the 
debentures of sister LDBs, under mutual support programme. They 
have, therefore, suggested that they may be permitted to invest such 
amounts in fixed deposits. In this context they have suggested that the 
quantum of mutual support allotment be reduced from 60% to 40%. 
The Group have carefully considered this proposal. They however feel 
that the piquant situation reported by some state land development 
banks has arisen largely because the debenture programme of SLDBs 
has declined substantially during the past two years due to various 
factors and as such the reduced programme is largely financed through 
the assured support available from Government of India, state govern¬ 
ments, Life Insurance Corporation of India and nationalized banks. 
The SLDBs have not therefore, to lean, to the required extent, on 
other SLDBs for successful completion of their debenture programme. 
But we feel that the situation may change if the Reserve Bank decides 
to reduce the quantum of assured support which is not unlikely in the 
present context of tight money market. We cannot, therefore, recom¬ 
mend a substantial reduction in the mutual support portfolio as has 
been suggested by the SLDBs. However, with a view to enabling the 
banks to earn a higher return on their sinking fund we suggest that the 
investment under mutual support be reduced by 10% and the addi¬ 
tional funds thus available be invested in fixed deposits with state 
co-operative banks and commercial banks. 

42. Fixed deposits now fetch around 7 per cent interest. State co¬ 
operative banks may, however, be persuaded to offer a little higher 
rate than the scheduled rates. It should not be difficult for them to do 
so as in some states, the apex banks already allow preferential rates of 
interest on sinking funds invested with them. The Group, therefore, 
suggests that the state co-operative banks in other states should follow 
suit. Such an arrangement will ensure circulation of funds within the 
co-operative sector and will be mutually advantageous to both the 
parties. 

43. At present the investments in fixed deposits are confined only to 
state co-operative banks and commercial banks. The investments are 
to be made in the state co-operative banks alone, on the plea that a 
state co-operative bank is a balancing centre and the repository of all 
surplus funds of the co-operative movement in the state. Central co¬ 
operative banks are thus denied the benefit of such investments. At the 
time of floating debentures, however, SLDBs have to look to central 
co-operative banks for subscription to fulfil the ‘self-help’ quota of 
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SLDBs. There is, therefore, no justification for denying central co¬ 
operative banks the benefit of surplus resources of SLDBs, while at the 
same time expecting them to make substantial contributions to deben¬ 
tures. Moreover, in states like Tamil Nadu, central co-operative banks 
are actually assisting the loaning programmes of PLDBs, by extending 
cash credit accommodation as well as free remittance facilities etc. and 
expect some quid pro quo in the matter. It may, therefore, be necessary 
to allow LDBs to invest a part of their sinking fund in the fixed deposits 
with central co-operative banks also, restricting at the same time such 
investments to those central co-operative banks only which have 
obtained A and B audit classification. The investment in fixed deposits 
with central co-operative banks should, however, be within the overall 
stipulated limit of 30 per cent as recommended by the Group. 

44. At present, investment in fixed deposits with commercial banks 
are permissible only under certain circumstances as specified in the 
guidelines enunciated by the Reserve Bank. The rates of interest paid 
by the commercial banks are however governed by the Inter-Bank 
agreement. To make such investments more attractive, it is recommen¬ 
ded that the RBI may exempt the sinking fund investment of SLDBs 
from the Inter-Bank agreement so that commercial banks may pay 
higher rates of interest on these deposits as is allowed by them on 
deposits kept by charitable institutions etc. 

45. A suggestion was also considered whether the sinking funds 
could be invested to a limited extent in the units of Unit Trust of 
India on which the yield is relatively higher. The Unit Trust of India 
had declared a dividend of 8.5% in 1972-3. It is understood that 
according to the Unit Trust of India Scheme there is no restriction on 
co-operative institutions purchasing units. The only difficulty which 
can be visualized is that the UTI might not agree to repurchase the 
units in substantial amounts at a time. However, detailed arrange¬ 
ments in this behalf can be worked out with them and SLDBs can 
profitably invest a part of their sinking fund in units. While recommen¬ 
ding this, we may however, observe that Unit Trust of India Scheme 
only contemplates sharing of industrial prosperity. As it is not a fixed 
interest investment, a reduction in yield cannot be ruled out if the 
economic climate is uncertain. 

46. It was represented by some banks that though they made sizeable 
recoveries in May/June they were not in a position to invest those 
recoveries towards sinking fund or in loaning business as the required 
sinking fund investment for that year had already been completed by 
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them and the flow of loan applications during that period was slow. 
Accordingly, the funds had to remain idle till July, to be invested in 
sinking fund for the subsequent year. 

47. Similarly West Bengal Central Co-operative Land Mortgage 
Bank Ltd., have stated that after realization of collections in April, 
they are faced with the difficulties in investing the monies in debentures 
of other SLDBs and government securities since debentures of sister 
LDBs are generally floated upto 31 March. They have further stated 
that even Maharashtra and Gujarat banks do not float debentures in 
the month of May and June and as such they cannot make contribu¬ 
tions to the full extent in the debentures of sister LDBs. They, thus, 
have to hold huge amounts of their collections without any appro¬ 
priate channel for investment as they cannot invest in fixed deposits in 
excess of the allotment stipulated by the Reserve Bank nor they can 
invest in government securities as they are not available in the market 
till August. The collections thus remain idle with them. Similar diffi¬ 
culties have been experienced by the Uttar Pradesh Co-operative Land 
Development Bank. 

48. These difficulties have been examined by the Group and we have 
to suggest that the banks can invest, in advance, surplus funds towards 
sinking fund, to be set off in the subsequent years. Alternatively, the 
surplus after meeting the sinking fund investments and clearing the 
outstanding in the interim accommodation might be kept as short-term 
deposits with state co-operative bank/commercial banks and financial 
accommodation availed of, as and when required, against these short¬ 
term deposits, instead of availing overdraft accommodation from the 
state co-operative bank which carries much higher rate of interest. 

49. We may also suggest that SLDBs may periodically review their 
sinking fund investment portfolio and replace the low yielding invest¬ 
ments with high yielding investments available in the market. Inci¬ 
dentally we may add that Tamil Nadu Co-operative State Land 
Development Bank had done this replacement to the extent of about 
Rs 100 lakhs in 1971-3. 

50. Summing up we have to suggest the following modifications in 
the pattern of sinking fund investments: 

1. Not less than 20% of the sinking fund be invested in govern¬ 
ment securities, trustee securities and units of Unit Trust of 
India. 
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2. Up to 50% of the sinking fund be invested in banks’ own 
debentures or debentures of sister SLDBs. 

3. Investment up to 30% of the sinking fund may be made in 
fixed deposits with state co-operative banks, commercial banks 
and those central co-operative banks which come within the 
audit classification of A and B. 


Sd/- V. P. Malhotra 
Chairman 

Sd/- Jayakumar Anagol Sd/- H. R. Karnik 

Member Member 

Sd/- Arjun K. S. Aiyar 
Member 



SUMMARY OF OBSERVATIONS AND 
RECOMMENDATIONS 

State co-operative land development banks are required under their 
by-laws and trust deeds to constitute sinking fund for redeeming their 
debentures. There is thus a legal obligation on them to constitute and 
maintain a sinking fund. Creation of this fund is, in fact, an additional 
guarantee (apart from the government guarantee) to investors, who 
are assured of adequate assets to redeem debentures on maturity. At 
the same time, constitution of sinking fund is a built-in protection to 
the state governments who, as guarantors, have perforce to be satisfied 
that the banks will be able to redeem the debentures on maturity, 
(para 17) 

2. The state land development banks cannot be likened to other 
term-lending institutions. In the first place, state land development 
banks neither have a strong share capital base nor large accumulated 
profits, which are often available with commercial institutions. Secondly, 
the volume of profits of SLDBs are not so large as to bear the burden 
of annual contributions to the sinking fund. Hence, contributions to 
the fund will have to be made out of loan recoveries themselves. Further, 
SLDBs provide financial assistance for investment in agriculture, which 
is always subject to vagaries of nature. Loan recoveries cannot there¬ 
fore be expected to be uniformly good every year as they are often 
susceptible to various factors like drought, floods, wilful default on the 
part of borrowers and political influence. SLDBs cannot, therefore, 
retire a series maturing in a particular year from out of recoveries in 
that year, on account of the above factors, (para 16) 

3. Two arguments were being advanced earlier against the main¬ 
tenance of sinking fund, viz., non-availability of the funds transferred 
to the sinking fund for loaning operations and lower yield earned by 
the investments. The first argument is no longer valid in view of the 
present pattern of investment stipulated by Reserve Bank which allows 
the banks to invest up to 60% of the sinking fund in the deben¬ 
tures of SLDBs or its own debentures and another 20% in the 
fixed deposit with state co-operative/commercial banks. As a result 
of this arrangement these amounts are indirectly available to the banks; 
in the case of former in the form of mutual support to debentures and 
in the case of latter by way of interim finance. The second argument 
also is not weighty, for in the context of rising interest rates, the average 
return from investments in respect of debentures floated in the past 
at lower rates and those at current rates, when taken together, may 
not be very low. (para 21) 
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4. Various arguments for and against the practice of maintaining 
sinking fund by the state co-operative land development banks have been 
considered and it is felt that there is a need to maintain sinking funds 
for amortization of debentures in view of heavy commitments so 
inescapable on account of the nature of the business of the banks and 
as also with reference to the obligations that devolve on them under 
the Co-operative Societies Act, by-laws, and trust deeds. In case state 
co-operative land development banks have to do away with the sinking 
fund, suitable modifications will be necessary in the legal framework, 
i.e., Co-operative Societies Act, by-laws and trust deeds. Discontinuance 
of the existing practice could be considered in respect of future issues 
of debentures and nothing can be done to alter the position of the 
existing debenture-holders as these debentures were issued subject to 
the condition that sinking fund would be maintained in respect thereof. 
Taking an overall view, it is recommended that the present practice 
of maintaining sinking fund by state co-operative land development 
banks be continued, in view of the fact that over a long period it has 
been proved to be a prudent and useful arrangement, (para 22) 

5. While making changes in the present pattern of investment of 
sinking fund, it is necessary to ensure that the investment not only 
conforms to the three cardinal principles of liquidity, safety and profit¬ 
ability but also that the funds are retained within the co-operative 
sector for obvious reasons. Various suggestions received by the Group 
were examined keeping in view these cardinal principles, (para 38) 

6. A proposal has been made that a part of the sinking fund should 
be invested in the debentures of well established joint stock companies, 
which carry much higher rates of interest than the rates on land 
development bank debentures or bonds issued by state electricity boards. 
It was felt that investment of the debentures in this manner will not 
be in consonance with the objectives and principles of co-operation. 
The Group was of the view that any change in the investment pattern 
should be confined only to adjustments within the overall pattern laid 
down by the Reserve Bank, (para 39) 

7. It has been suggested by almost all the banks that investment in 
government and other trustee securities should be reduced from 20 to 
10 per cent in view of the low yield. It was felt however by the Group 
that the state governments might not welcome the idea of reduction in 
the investments in government securities. The state governments are 
guaranteeing the debentures issued by state co-operative land develop¬ 
ment banks and are extending many other facilities to them and as 
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such justifiably expect the land development banks to reciprocate with 
liberal support to the government’s massive loaning programmes for 
development. It is, therefore, suggested that within the overall limit of 
20 per cent, the state co-operative land development banks may have 
the discretion to adjust investments between government and trustee 
securities. Under this arrangement, the banks can make larger invest¬ 
ments, wherever necessary in government guaranteed debentures of 
state electricity boards and other public sector concerns to whom the 
state governments have to extend substantial financial assistance, 
(para 40) 

8. Of late state co-operative land development banks are not floating 
ordinary debentures for substantial amounts on account of larger areas 
being brought under the Agricultural Refinance Corporation assisted 
schemes. In the circumstances some of the state co-operative land 
development banks have stated that they find it difficult to invest 
60 per cent of their sinking funds in the debentures of sister land 
development banks under mutual support. They have represented that 
the quantum of mutual support may be reduced from 60 per cent to 
40 per cent. It is felt that the piquant situation reported by some co¬ 
operative land development banks has arisen largely because the 
debenture programme of the banks has declined substantially during 
the past two years due to various factors and as such the reduced 
programme is largely financed through the assured support available 
from Government of India, state governments, Life Insurance Corpora¬ 
tion of India and nationalized banks. However, with a view to enabling 
the banks to earn a higher return on their sinking fund it is suggested 
that the investment under mutual support be reduced by 10 per cent 
and the additional funds thus available be invested in fixed deposits 
with state co-operative banks and commercial banks, (para 41) 

9. Fixed deposits now fetch interest around 7%. State co-operative 
banks may, however, be persuaded to offer a little higher rate than the 
scheduled rates. It should not be difficult for them to do so as in some 
states, the apex banks already allow preferential rates of interest on 
sinking funds invested with them. The Group suggests that the state 
co-operative banks in other states should therefore follow suit. Such 
an arrangement will ensure circulation of funds within the co-operative 
sector and will be mutually advantageous to both parties, (para 42) 

10. At present the investment in fixed deposits are confined only to 
state co-operative banks and commercial banks. The central co-operative 
banks are thus denied of such benefits. At the time of floating debentures, 
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however, state land development banks have to look to central 
co-operative banks for subscription to fulfil the ‘self help’ quota. There 
is no justification for denying central co-operative banks the benefit of 
surplus resources of state land development banks. It may, therefore, 
be necessary to allow state co-operative land development banks to 
invest a part of their sinking fund in the fixed deposits with central 
co-operative banks also restricting at the same time such investments 
to those central co-operative banks only which have obtained A and 
B audit classification. The investment, in fixed deposits with central 
co-operative banks should, however, be within the overall stipulated 
limit of 30 per cent as recommended by the Group, (para 43) 

11. Investment in fixed deposits with commercial banks are permis¬ 
sible only under certain circumstances as specified in the guidelines 
enunciated by the Reserve Bank. The rates of interest paid by the 
commercial banks are, however governed by the Inter-Bank agreement. 
To make such investment more attractive, it is recommended that the 
Reserve Bank of India may exempt the sinking fund investment of 
state land development banks from the Inter-Bank agreement so that 
commercial banks may pay higher rates of interest on these deposits 
as is allowed by them on deposits kept by charitable institutions etc. 
(para 44) 

12. A suggestion regarding investment of sinking funds to a limited 
extent in the units of Unit Trust of India on which the yield is relatively 
higher (8.5% in 1972-3) was also considered. It is understood that 
according to the Unit Trust of India scheme there is no restriction on 
co-operative institutions purchasing units. The only difficulty may be 
that the Unit Trust of India might not agree to repurchase the units 
in substantial amounts at a time. How’ever, detailed arrangements can 
be worked out with them to enable the banks to invest profitably part 
of their sinking funds in units. It may, however, be noted that Unit 
Trust of India scheme only contemplates sharing of industrial prosperity. 
As it is not a fixed interest investment, a reduction in yield cannot 
be ruled out if the economic climate is uncertain, (para 45) 

13. Some state land development banks have pointed out that despite 
having made substantial investments in fixed deposits with the state 
co-operative banks, the response from the latter to their debenture 
programme is not encouraging. It has therefore been suggested that the 
investments in fixed deposits with state co-operative banks should be 
linked with the investments made by the latter in debentures. The 
Group is not inclined to recommend any direct tie-up in this regard. 
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But it is stressed that the state co-operative banks should make liberal 
contributions to the debentures of central co-operative land develop¬ 
ment banks as these debentures are in the nature of ‘co-operative 
paper’ and should be made as widely acceptable as ‘government paper’. 
This arrangement will not only help the state land development banks 
to successfully complete their debenture programmes but also go a long 
way in building up the resources of the state co-operative banks and 
earning them a reasonably fair return thereon. 

14. Some state land development banks have represented that they 
were not in a position to invest the sizeable recoveries made by them 
during the period April to June, either towards sinking fund or in 
loan business as the sinking fund investment for that year had already 
been completed and the flow of loan business during that period was 
slow. Further, investment in government securities and debentures of 
sister land development banks, is also difficult as they are floated 
generally up to 31 March. Thus collections remain idle with them. 
It is, therefore, suggested that the banks can invest in advance surplus 
funds towards sinking fund, to be set off in the subsequent years. 
Alternatively, the surplus after meeting the sinking fund investments 
and clearing the outstandings in the interim accommodation might be 
kept as short-term deposits with state co-operative bank/commercial 
banks and financial accommodation availed of as and when required 
against these short-term deposits, instead of availing overdraft accom¬ 
modation from the state co-operative bank which carries much higher 
rate of interest, (paras 46-48) 

15. State land development banks should periodically review their 
sinking fund investment portfolio and replace the low yielding invest¬ 
ments with high yielding investments available in the market. 

To sum up, the pattern of sinking fund investment may be 
modified as under : 

(i) Not less than 20 per cent of the sinking fund be invested in 
government securities, trustee securities and units of Unit 
Trust of India. 

(ii) Up to 50 per cent of the sinking fund be invested in the banks’ 
own debentures or debentures of sister central co-operative 
land development banks. 

(iii) Investment up to 30 per cent of the sinking fund may be made 
in fixed deposits with state co-operative banks, commercial 
banks and those central co-operative banks which come within 
audit classification of A and B. 



124 STUDY GROUP ON SINKING FUND INVESTMENT POLICY 

ANNEXUREI 

TAMIL NADU CO-OPERATIVE STATE LAND DEVELOPMENT 

BANK LTD 


32, Luz Church Road, 
Madras-4. 

August 28, 1973. 


S. A. Padmanabhan 
Secretary 

D.O.60/73(MD). 

Dear Thiru 

Study Group on Sinking Fund Investment Policy 
of Land Development Banks. 

Under instructions from Thiru V. P. Malhotra, Chairman of 
the Study Group (who is on leave), I am enclosing materials col¬ 
lected from CLMBs, together with copies of valuable suggestions from 
Thiru Arjun K. S. Aiyar. 

As you are aware, at the first meeting of the Study Group, it was 
decided to call for relevant data from land development banks in 
various states and also to elicit their views on the present policy of 
sinking fund investments besides going into the basic question regard¬ 
ing the necessity for sinking fund. The replies from the various LDBs 
have now been received and I am communicating the gist of the views 
expressed by them in this regard. 

(1) Return on the present investments: 

If the present pattern prescribed by the RBI is adhered to strictly, 
the yield from sinking fund investments will not be lower than the 
interest paid on debentures (U.P.). 

The yield from sinking fund investments is much below the rate 
of borrowing. Sinking funds of all LDBs may be pooled, from out of 
which interim accommodation requirements of the LDBs may be 
met (Kerala). 

The interest earned on investments is not lower than the interest 
paid on debentures (Mysore). 

Sinking fund investments are uneconomic. The return on invest¬ 
ments is around 5.70% whereas the borrowing rate varies from 5.75 
and 6.00% (Maharashtra). 
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The return on the investments does not appear to be lower than 
the interest paid on debentures (Himachal Pradesh). 

The return on investments is lower only in the case of government 
securities (Rajasthan). 

The interest derived on investments is lower than the interest 
paid on debentures (Pondicherry). 

Investments in fixed deposits earn a higher rate of interest and the 
yield from sinking fund investments in debentures and Government 
securities is almost equal to the interest paid to the debenture holders 
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4. The necessity for constitution of sinking fund. 

It is necessary to build up the sinking fund (Kerala, Mysore, 
Himachal Pradesh, Punjab, Rajasthan, Pondicherry, West Bengal). 

5. Difficulties in making annual payments to the debenture holders. 

Though there is no legal difficulty in annual repayments, it is 
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ANNEXURE II 

SINKING FUNDS FOR LAND DEVELOPMENT BANKS* 
Sinking Fund 

1. Academically a Sinking Fund is created by periodically debiting 
equated instalments to revenue and crediting correspondingly an 
equal amount to a Sinking Fund Account. Simultaneously an equal 
quantum of investments is purchased and set aside for the due redemp¬ 
tion of debentures previously issued. The objective is to provide the 
necessary cash flow for the repayment of debenture issues. After 
repayment, the Sinking Fund, having served its purpose, will be 
transferred to a free General Reserve representing accumulated past 
profits to be used for the general purposes of the bank with no ear¬ 
marked investments. 

Earmarked Sinking Fund 

2. Earmarked Investments: It is not possible to follow, in its entirety , 
the above well-accepted thesis in the case of our Co-operative Land 
Mortgage Banks. The profits of such banks, from year to year, are not 
likely to be large enough to bear the weight of such an annual revenue 
contribution to the Sinking Fund. The main purpose of our scheme is 
to accumulate sufficient cash flow to meet the total debentures out¬ 
standing as they fall due, either from 

(a) past accumulated profits or from 

(b) other sources, where the profits are not large enough. 

In case of smallness of profits, the alternative method followed would 
be to segregate actual incoming funds made available either through 
sale of investment holdings, loan recoveries or through issues of fresh 
Debentures. These cash accumulations would be invested partly (1) 
in Government or other securities, partly in (2) the purchase of the 
bank’s own or other commercial debentures and partly in (3) deben¬ 
ture issues of sister land mortgage banks. Bank deposits may also be 
allowed. It needs to be borne in mind that the maturity dates of these 
holdings should coincide, as far as practicable, with the maturing 
dates of the debenture issues outstanding. The interest earned on these 
investment holdings may also be similarly invested. It is easy to work 
out the quantum of each yearly purchase. These investment purchases 
need not necessarily be by way of equated instalments—this can be 
left to the bank’s management and to the availability of cash resources 

Note: prepared by Shri Arjun R. S. Aiyar 
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each year. The total purchases necessary to meet each year’s full 
liability should be completed well in time. These holdings would be 
called ‘Debenture Redemption Investments’ and would be stated 
“at cost” in the Balance Sheet, giving the market value by way of 
information. The central idea of the scheme is to provide the necessary 
cash flow by sales of the investment holdings to meet maturing 
debentures on successive redemption dates; a single portfolio being 
preferred to separate holdings for each issue. The maturing dates 
of the investments may not necessarily be conterminous with the 
repayment dates. 

Additional Sinking Fund 

3. Sinking Fund: as distinct from a mere earmarking of investments, 
a regular Sinking Fund may also be operated as an additional feature. 
Such a Sinking Fund would lend additional support to the main scheme. 
For this purpose, a proportion of the annual profits, say 10% to 20% 
would be set aside and similarly invested. This Sinking Fund Reserve 
would serve as a hedge against 

(1) Fall in the market value of the holdings 

(2) Loss in differential interest or 

(3) Discount on issue of debentures. 

In course of time it may also serve as a stand-by for (a) debenture 
repayments and as a measure towards; (b) building up self sufficiency 
in finance or lastly as an (c) interest-saving device. 

Choice of Investments 

4. Choice of Investments and interest yield: The yield on Govern¬ 
ment securities would normally be low and should therefore be held 
lowest by preference. Bank’s own debentures and those issued by 
sister co-operative banks would yield in the region of the borrowing 
rate or even more if advantageously picked up in the open market 
from time to time. Fixed deposits of state co-operative or other banks 
would yield higher and there would be no question of loss on sale. 
The maturing dates can be conveniently pre-arranged. 

Commercial debentures would yield the highest and would be the 
most marketable. An approved list of eligible concerns could easily 
be drawn up in consultation with the Reserve Bank. 

Ratio of Holdings 

5. As regards the percentage of holding in each category of invest¬ 
ment, the matter has been well-discussed in the reports and papers 
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forwarded to me. A definite prescribed percentage may prove too 
restrictive in choice, yield and marketability considerations. It 
might therefore be preferable to indicate the order of preference 
or priority and leave the discretion to the bank’s management. The 
Reserve Bank would be kept informed so that there would be some 
uniformity as between the banks and some supervisory control. The 
order of preference could be as follows: 

1. Bank’s own Debentures. 

2. Debentures of Sister Co-operative Land Development Banks. 

3. Time-Deposits with State Co-operative Banks, the State 
Bank of India or any nationalised Bank. 

4. Commercial Debentures of approved concerns agreed with 
the Reserve Bank. 

5. Government or Municipal Bonds (Optional). 

Guidelines 

6. Investment Guidelines: The guidelines in respect of the proposed 
investment portfolio would be as under: 

1. In any year, the maturing debenture liability should be 
fully covered (preferably without loss) by the cash flow 
available from: 

(a) the redemption or sale proceeds of the holdings; 

(b) maturing bank deposits; 

( c ) the year’s contribution; 

( d) any other cash incomings (e.g., loan recoveries); and 

(e) loan against pledge of investments. 

2. The primary considerations to be adhered to are: 

(a) Safety; wl 

( b) Profitability; 

( c ) Liquidity; and 

(d) Marketability. 

3. As regards legal requirements, the present commitments will 
continue to operate till they run out in course of time. 

Need for a Sinking Fund 

7. On the necessity of a Sinking Fund: A co-operative land deve¬ 
lopment bank cannot be equated with a commercial term-lending 
institution. These institutions have a large share capital and substantial 
accumulated past profits in the form of free reserves built-up through 
the years. These factors provide them with an in-built capacity even 
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to meet debenture repayment liabilities without the support of a 
Sinking Fund or even earmarked investments. 

Contrariwise, land development banks earn comparatively small 
profits, have small reserves and small share capital. History shows that 
they have depended, in the past, on debenture issues for initial finance 
as well as for timely repayments, though each new issue has cost them 
more than the previous one, with interest and other costs rising pro¬ 
gressively. Land development banks finance long-term-mortgage and 
agricultural loans which are difficult of recovery compared to industrial 
advances. The flow-in of recoveries is more uncertain both as regards 
capital and interest. Overdues mount from year to year. Proverbially, 
agricultural advances are “a gamble in rains”. Besides, the advances 
are not judiciously “spread out” as in the case of industrial finance 
institutions. Bad crops affect all the advances equally, unlike business 
conditions which differ from unit to unit. 

In view of these peculiar factors, it would not be safe to dispense 
with earmarked investments coupled with a traditional Sinking Fund 
set aside from annual profits. 

Self-financing 

8. These aspects answer, in part, the alternative of reloaning a part of 
the collections each year as suggested in one of the reports. Self-financing 
and the consequent interest saving therefrom and financial indepen¬ 
dence from outside agencies can be attained only by multi-purpose 
finance institutions of good standing. In the co-operative sector the 
only way of securing these advantages (consistent with meeting 
repayment liabilities in time) is by securing the guarantee of the Reserve 
Bank or the government to step into the breach in case of a liquidity 
crisis. This kind of support the Reserve Bank and the government 
are already giving, in part, when they subscribe to co-operative 
debentures, or guarantee their capital and interest. 

Interest Rates 

9. The present Committee is not directly commissioned to go into 
the question of interest rates, both from the borrowers’ and the lenders’ 
points of view. However, the Study Group is concerned with finding a 
solution for its low yielding investments being unable to meet with the 
rising cost of fresh borrowings. This question can be tackled if a broader 
view is taken for bringing into economic alignment the borrowing and 
the lending policies now in operation. The rates of interest, marketwise, 
fluctuate with the bank rate and the prevailing commercial cost of 
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money. This leads to the conclusion that a stable interest policy should 
be framed and followed. The approach to the problem should be on 
the following lines. 

Equaliser Fund 

10. Our borrowing rate has been around 6% or a little less. Accor¬ 
dingly, the lending rates should range between 9 to 10%, to cover 
management costs around 2% and another 2% as margin or return on 
the capital employed. The interest profit thus arising should be funded 
or ploughed back to meet, at least in part, the granting of loans from 
the bank’s own resources as distinct from fresh borrowings as in the past. 
The issue of fresh series of debentures can thus be modulated, if not 
done away with. The enhanced profit arising from such a policy 
would enable the bank to run a Sinking Fund created out of profits in 
preference to the present policy of merely earmarking investments to 
provide the cash flow necessary to meet maturing debentures. As a 
matter of settled policy, the borrowing rates from year to year should 
be enhanced in good harvest years and lowered in times of scarcity 
as at present. The profit benefit (both from self-financing and variation 
of interest rates) thus resulting should be funded and operated as a 
buffer to help cheaper agricultural advances in lean years. Such a 
standby fund would work as an equaliser—a function that our land 
development banks are best fitted to shoulder. The periodic varying 
of interest rates would thus be a standing control mechanism to give 
relief to agricultural loan holders when considered necessary. 

Lock-up in Industrial Concerns 

11. In addition to the above aspects, a fresh factor needs mention. 
The purchasing and holding of earmarked investments amount to 
locking up co-operative funds in non co-operative and industrial 
ventures—a procedure incongruous to co-operative finance. Such 
investments are made not casually or occasionally but as a matter of 
policy from year to year. The only way out is to create and build up 
the necessary internal capacity within the co-operative movement even 
if it takes time to achieve the objective. 

Long Term Plan 

12. The ultimate plan policy should be to build up a set of massive 
co-operative land development banks comparable in size and capacity 
to our leading industrial finance institutions like I.C.I.C.I., 
L.I.G., U.T.I. and I.D.B.I. Such giant agricultural corporations 
(or Land Development Banks) would help the agricultural sector on 
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the same lines as these industrial finance corporations serve the indus¬ 
trial sector. The existing Agricultural Finance and Refinance Corpora¬ 
tions may extend their operations to include these aspects. The idea 
of crop insurance may well be combined or co-related to agricultural 
credit. Crop insurance and agricultural finance are the twin necessary 
aids to agriculture that will control the incidence of scarcity, drought 
and famine, the sad features that plague two-thirds of our economy. 

The pre-investigation necessary both for finance and for insurance 
are similar and over-lapping and may well be carried out by the same 
lending-cum-insurance agency both of finance and insurance as matters 
relating to recoveries, interest, claims and premium can thus be 
effectively handled. All this shows how co-related the two functions are, 
administratively. 

The whole concept is as complicated as it is urgent and a separate 
expert study and research cell will have to go into the several aspects 
of the question. The issue involves the principles of co-operative finance 
and of crop insurance welded into a single tool to contain our periodic 
agricultural crisis. These questions appear to be outside the scope of 
our committee’s terms of reference; they can only be touched upon by 
way of disgression. Yet, it is felt that unless an ultimate unified solution 
is found, the problem will crop up again and again in one form or 
other. Co-operative Credit and Crop Insurance are only the two phases 
of the single main problem-—food for the millions. 

Land Tenure 

13. It is true that under our ryotwary system land holdings are 
fragmented, making financing and insurance cumbersome. Larger 
holdings would have helped in this and in several other directions. 
But this need not stop reforms in finance and insurance—in fact it is 
another reason for economically sound land reforms. 

In any case from the co-operative point of view, the suggestions 
made are compelling and financially sound from yield and food 
production points of view. If these reforms help, even marginally, the 
major issue of food self-sufficiency, the effort would be more than justified. 

Political Overtones 

14. The discussion above confines itself to co-operative finance and 
insurance. The over-riding political overtones can only be considered 
at the appropriate level for being dovetailed into the scheme before 
implementation. Because of the overwhelming advantages, it is hoped 
that political considerations will not overrule the other aspects brought 
out. 
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Concluding Remarks 
15. (1) To recapitulate: 

(a) It is not advisable to dispense with Sinking Funds for 
Land Development Banks. 

(b) Earmarked investments are necessary subject to prescri¬ 
bed guidelines. 

(c) An additional Sinking Fund, created out of profits, is 
recommended. 

(d) Co-operative finance is distinguishable from industrial 
finance. 

(2) Some of the generalised remarks made in this draft report 
may have to be varied in the light of detailed information 
and statistics called for. 
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ANNEXURE III 

THE MADRAS CO-OPERATIVE 
CENTRAL LAND MORTGAGE BANK LIMITED 

Report of the Sub-Committee 

Sub: MCCLMB—Sinking Fund—Dispensation of the system for future 
series of debentures—regarding 

The Madras Co-operative Central Land Mortgage Bank is 
creating a separate Sinking Fund for each series of debentures it issues 
and invests the bulk of the fund so created in G. P. Notes. The entire 
loan repayments are put in sinking funds which are administered by 
the Registrar of Co-operative Societies as Trustee. Whenever any series 
of debentures becomes due for repayment, the bank redeems the 
debentures from out of its current resources in the first instance and 
reimburses itself with the money from the funds in the hands of the 
Trustee of the bank. 

This method is resulting in the following disadvantages: 

(a) The interest paid by the bank on its debentures is generally 
higher than the interest realised on earmarked sinking funds 
which are invested in G. P. notes. This difference in interest 
works to a fairly considerable sum. 

( b ) The interest on G. P. notes is realised after deduction of 
income-tax at source. The GLMB gets back only a portion 
of the tax deducted and that too after a long time. Thus fairly 
large amounts are locked up for a considerable time with 
consequential loss of interest. The refundable amount so 
involved is reported to be more than Rs 2 lakhs every year. 

(c) The fluctuations in the market value of G. P. notes are 
generally much greater than those of debentures of the bank 
and there is no certainty that there will not be any marked 
depreciation in the value of the G. P. notes invested in sinking 
funds. It may so happen that at the time the debentures are 
due to be redeemed, the depreciation in sinking fund invest¬ 
ment may be large and the differences may have to be met 
from other sources. 

(d) The present method of repaying debentures on the due date 
by the bank from out of its current funds and then to reimburse 
the same from the sinking funds which are in the custody of 
the Trustee, causes a temporary depletion in the resources of 
the bank and also a loss of interest on the amounts involved 
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during this period. Further, when the sinking funds are ear¬ 
marked for redemption of debentures there is no reason why 
the debentures should not be redeemed directly by the bank, 
with the funds in the sinking fund account and without using 
its current funds, as provided in the Trust Deed. 

(e) The marketability of these debentures has become limited 
and it generally takes some months to negotiate even a small 
parcel of these debentures. Hence, investors, particularly 
individuals and private institutions, are not showing any 
enthusiasm for investment in these debentures. Therefore, 
there is an ever increasing dependence by the bank on institu¬ 
tions like RBI, SBI and LIC and semi governmental 
institutions for the subscriptions to its debentures. 

(/) The system of creating a separate sinking fund for each series 
has become a cumbrous one without conferring any special 
advantage. 

The main object of debentures issued by CLM Banks is to provide 
long-term credit to the agriculturist on reasonable terms of interest 
which he will not find burdensome. The issue of debentures with govern¬ 
ment guarantee by LMBs is a method of channelling community 
savings and institutional funds to the agriculturists. It is, therefore, 
necessary to see that sinking funds are invested in such a way as to earn 
interest which at least will be equal to that paid on debentures, and also 
avoid conditions under which the bank invariably loses some interest 
in its funds. This may enable the bank to save substantial sums in 
interest differential and ultimately to reduce its lending rate to the 
borrower. If the present method of depositing all realisations in ad hoc 
sinking funds for each series is abolished, this will not in any way impair 
the ability of the bank to redeem its obligations on due date. At the 
same time it will enable the bank to utilise these funds in a more 
effective and useful manner in that it will confer on the bank the double 
advantage of effecting considerable improvement in its net earning and 
reducing its dependence to a degree on institutions like RBI for success 
of its debenture issue. This will ultimately enable the Bank to reduce its 
lending rate to the agriculturists who are the ultimate borrowers and 
also enable the bank to increase the funds it can lend to them. 

In order to achieve these objectives it may be advisable to change 
the present system of providing ad hoc sinking funds for each series 
by adopting a policy of re-loaning a portion of the loan realisations and 
depositing all in-flowing funds into a General Amortization Fund in 
order to utilise the same in a more profitable manner than at present. 
As for the debentures issued and now outstanding, they are governed 
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by conditions of issue announced, under which ad hoc sinking funds 
have to be continued. Therefore, any reform of sinking funds and their 
utilisation can be introduced only in respect of debentures that will be 
issued hereafter. 

The bank is issuing a series of debentures either once or twice a 
year. There are repayments every year in respect of loans already made 
in previous years. There is, therefore, a continuous process of issue of 
debentures on the one hand and repayments in respect of loans already 
made on the other. Issues and redemptions have been an annual 
routine. For purposes of illustration we assume that the Bank is issuing a 
series of debentures worth Rs 1000 every year for 20 years. At the 
end of 20 years, the total issue of debentures will be Rs 20,000. 
There will be collections from the end of the very first year in respect of 
loans from the debenture issue made at the beginning of the first year. 
Therefore, there will be repayments every year in respect of loans made 
from each debenture issue. From the table marked (x) * it will be noticed 
that the total repayments at the end of the fifth year exceeds Rs 1000. 
Therefore, the bank will be in a position to redeem its first debenture of 
Rs 1000 even at the end of the fifth or Sixth year if necessary, from its 
total collections. These total collections are now deposited in a separate 
sinking fund and invested in G. P. notes. It amounts to locking up of 
these funds for a period of about 15 years, without earning even as much 
interest as is paid by the bank to its debenture holders. At the end of 
20 years, the total collections would amount to about Rs 8,600/- against 
its liability of only Rs 1000 in the 21st year. Further collections in 
21st year amount to more than Rs 1000. Therefore even if there is no 
separate sinking fund for the first 20 years, the collections in 21st year 
would be sufficient to repay its obligations of Rs 1000 in respect of 
the first debenture, which is due for payment in the 21st year. As this is 
a continuous process, the collections in subsequent years would be 
sufficient to repay the obligations at maturity. The illustration is based 
on the assumption that the bank is issuing the same amount of deben¬ 
tures every year, and the collections would flow regularly. It will there¬ 
fore be seen that the present method of investing all the loan realisations 
in ad hoc sinking funds results in locking up funds unnecessarily for 
long periods which is causing avoidable losses to the bank. A study of 
the bank’s operations in the past indicates that loan repayments have 
been invariably punctual. The funds available in sinking funds are 
therefore larger than the obligations to be met at any one particular 
time. It does not, therefore appear necessary to continue to put all these 
loan realisations in ear-marked sinking funds, the bulk of which is kept 
invested in G. P. notes. 


* Not finrlnseri. 
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One of the best methods of utilising the loan repayments is 
reloaning a part of the collections made every year. This has the 
advantage of the bank’s funds earning a higher return. It will also 
reduce the necessity for dependence on RBI and others for sub¬ 
scriptions of large debenture issues every year. We are, therefore, 
inclined to think that a certain percentage of the total collections each 
year, may be utilised for reloaning as we feel confident that this would 
help the bank in more than one way as mentioned above, while enabl¬ 
ing it to reduce its lending rate to its ultimate borrowers, namely 
agriculturists and increase the total amount of lending to them. 

If the authorities concerned agree to this in principle, we suggest 
that a sum equal to about 25% to 50% of the total collections every 
year, can be utilised for reloaning. This proportion can be varied 
according to circumstances. There may not be any danger in utilising 
about 50% of the realisation for reloaning under normal conditions. 
The balance of 50% may then be put in a General Amortization Fund, 
instead of an ad hoc separate sinking fund as at present and this General 
Amortization Fund may be administered on the lines indicated below: 

If a portion of the collections or repayments are agreed to be 
utilized for reloaning, the bank would be making a rapid headway 
in many directions. 

(a) The reloaned amounts would earn higher interest than that 
earned at present in G. P. notes. If the original debentures are for a 
period of 20 years, the amounts that are reloaned out of repayments 
may be made for shorter periods say 10 years to 15 years so as to ensure 
the availability of this amount on due dates, if by any chance the total 
collections on due dates are not sufficient to meet the obligations in full. 

(b) A certain proportion of each debenture issue is now taken up 
by the RBI and other institutions. If the collections are utilised in part 
for reloaning, the floatation of debentures can be limited to a smaller 
sum and proportionately reduce RBI’s subscription. 

(c) As the demand for funds is increasing every year, the proposed 
change in the system helps the bank to augment its resources, 

(d) Every debenture issue is to be guaranteed by the state 
government. If moneys realised are funded separately and debentures 
are issued frequently the total guarantee of the state will go on increas¬ 
ing every time. But if a part of the collections are utilised for reloaning 
the guarantee will be abated to the extent funds are made available for 
reloaning. With this distinct advantage, the State Government will 
appreciate that there is no hazard in permitting the Bank to relend a 
reasonable proportion of its loan repayments. 
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( e ) This change will enable the bank to depend more and more 
upon its own resources to be utilised with maximum advantages, and 
also increase its usefulness to a larger section of the agriculturists than 
at present. Inasmuch as the objective of the Government is to make 
credit available to the agriculturists in every village at as low a rate as 
possible, the proposed change will help in realising this objective. 

As far as possible, the funds in the General Amortization Fund 
may be invested in such manner as would secure elasticity and provide 
facilities for changes in the pattern of investment dependent on market 
conditions, the rates of interest and so forth. This could be achieved by 
prudent distributions of the investments in medium and long dated 
government loans as may be necessary. This being a General Amortiza¬ 
tion Fund there is no question of relating sinking fund to a particular 
debenture series and therefore the overall policy and investment in 
securities must be that they are medium and short dated securities 
compatible with a high current yield. This will avoid a forced sale of 
securities at a loss as and when the debentures mature. 

The bank may generally consider it advisable to invest the General 
Amortization Fund more or less in the following manner: 

(a) About 1/3 of the Fund may be invested in medium dated 
G. P. notes in order to ensure liquidity and also to realise a 
slightly higher current yield. 

(, b) About 1/3 of the Fund may be invested in sister LMB’s 
debentures as the yield will be more or less the same as that 
paid by this Bank on its debentures in order to help sister 
LMBs as a measure of ensuring the success of their floatation. 

(c) About 1/3 may be invested in short-term fixed and call 
deposits so that funds are available for open market operations 
with a view to making the bank’s debenture attain a greater 
marketability than at present. This is likely to result in capital 
profit to the bank and also in saving of interest on outstanding 
debentures by the mere fact of cancellation of such debentures. 
It may be that there is an occasional demand for some of the 
old debentures by investors, if it comes to be known that these 
debentures have a freer market. It would, therefore, be wise 
to keep market-purchased debentures alive for 6 months and 
thereafter cancel them so that debentures are always available 
for sale. The policy governing these open market operations 
should in the long run go with an eye to the capital market, 
so as to cut down the interest burden. What is profit to the 
Bank in a market purchase of debentures is a capital loss to 
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the investors. This point must be continuously kept in view 
by the Bank while conducting open market operations. It 
would be good to appreciate that there is no particular 
sanctity about these percentages. They are only tentative and 
can be varied from time to time depending upon circumstances 
and experience. 

The entire handling of the General Amortization Fund will 
require an officer specially trained for the purpose and who has skill 
in purchases and sales and who has a hunch for the market. Since 
everything will depend on the skill of the person handling these opera¬ 
tions, skilled persons should be appointed for the purpose. Whatever 
small staff the bank has to create for this purpose, will be worthwhile, 
because of the appreciable saving to the bank by the substitution of a 
more economic sinking fund arrangement. The ultimate aim is to reduce 
the burden of borrowing for the bank and this in turn is found to be 
reflected in lower interest rate to the ultimate borrower. Avoidance of 
red tape and taking of quick decisions will help the bank to work more 
satisfactorily and gainfully. 

In conclusion we wish to state that our attention has been drawn 
to the view taken by the Estimates Committee that it favours total 
abolition of the sinking funds. We appreciate this view, but we are also 
alive to the fact that in these matters of policy and finance, it is the 
RBI who are the financial advisers to the government that largely shape 
decisions. The RBI is obviously in favour of the conservative system of 
ad hoc sinking funds. We have, therefore, in our recommendation 
attempted to blend these two extreme view points and evolve a formula 
which, in our opinion, is free from hazards of any kind and at the same 
time affords greater latitude to the bank in the matter of administra¬ 
tion of the General Amortization Fund. On the question of safeguards 
we are clear in our mind that so long as the Registrar functions as the 
Trustee for the General Amortization Fund and the audit is conducted, 
as at present, by the government agency, we do not feel it is necessary 
to recommend any additional safeguards. 
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ANNEXURE V 

THE METHOD FOLLOWED BY LDBS FOR THE CONSTITUTION 
OF THE SINKING FUND CITING THE RELEVANT PROVISIONS 
IN THE TRUST DEED AND BY-LAWS 

1. Jammu & Kashmir 

A sum equal to the amount of the series divided by the number 
of years for which the series has been issued is credited to sinking fund 
before the close of the year following that in which the series was 
issued. Relevant extracts from the by-laws and trust deed are as under: 
By-law 23—Out of the sums of money collected from time to time by 
way of principal and interest in respect of mortgages financed by each 
series of debentures the bank shall first pay every year into the deben¬ 
ture redemption fund account a sum equal to the amount of the series 
divided by the number of years for which the series has been issued. 

Trust deed—5 para c:—The contribution to the debenture redem¬ 
ption fund in regard to each series of debentures shall ordinarily be 
made before the end of 30 June in the year following the one in which 
the series had been issued. 

2. Rajasthan 

Annual instalment for each series of debentures for the purpose 
of investment in sinking fund is arrived at by dividing the amount of 
each series by the maximum period of the series. The relevant provision 
in the trust deed is reproduced below: 

“The bank shall make contributions to the Debenture Redemption 
Fund primarily from out of the repayments made by the mortgage 
banks so that the aggregate of the annual contributions made in respect 
of each series of debentures to the redemption fund shall, by the date 
fixed for the redemption of the debentures of that series, be equal to 
the face value of those debentures, provided, however, that in respect 
of any specified series of debentures the aggregate annual contributions 
may fall short of the total redemption liability of that series by a margin 
not exceeding 25 per cent thereof.” 

3. West Bengal 

The bank constituted a Debenture Redemption Sinking Fund for 
the redemption of debentures on maturity. The bank contributes every 
year into the Debenture Redemption Sinking Fund account a sum 
equal to the amount of the series divided by the number of years for 
which the series have been issued. 
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Provision in Trust Deed: “That the bank shall in order to provide 
funds for the payment of redemption fund account either with the 
West Bengal Provincial Co-operative Bank Ltd or such other bank as 
may be approved by the trustee. Out of the sums of money collected 
from time to time by way of principal and interest in respect of mortgages 
financed by each series of debentures, the bank shall first pay every 
year into the debenture redemption fund account a sum equal to the 
amount of the series divided by the number of years for which the series 
has been issued. If the collections effected in any year be found less, 
then the deficiency shall be made good from the general funds of the 
bank. Should the collections be in excess the balance of collections left 
shall be paid into the General Fund Account of the Bank and the bank 
shall first pay from this account interest on the debentures issued and in 
circulation and utilize the balance for the redemption of debentures of 
any series and for the purposes authorised by the by-laws.” 

Provision in By-laws: 

“In regard to the debentures issued by the bank, when correlation 
between the period of loans and debentures is maintained the bank shall, 
out of the sums of the money realised from time to time by way of princi¬ 
pal and interest in respect of mortgages financed by the debentures 
contribute every year to a Debenture Redemption Fund Account opened 
separately in the name of the bank a sum equal to the amount of the 
debentures so issued divided by the number of years for which the series 
have been issued. 

“In regard to the debentures issued by the bank when correlation 
between the period of loans and debentures is not maintained and it is 
absolutely necessary to issue debentures which are supported by mort¬ 
gages extending beyond the period of debentures to the extent of 25 per 
cent of the issue, the bank shall contribute annually to the Debenture 
Redemption Fund Account, a sum equal to the amount of each loan 
divided by the number of years for which that loan is given. In case of 
advance collections, every part of the principal collections in every 
loan shall be carried to this fund and in the case of a shortfall the deficit 
shall be made good from the general resources of the bank. 

“The investment of the amount in the Debenture Redemption 
Fund will be regulated as agreed to from time to time between the 
bank and the trustee and embodied in the Trust Deed.” 

4. Bihar 

In order to provide funds for redemption of debentures on maturity 
the bank constitutes debenture redemption (sinking) fund. The Trust 
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Deed provides the following method for the constitution of debenture 
redemption fund. 

“Out of the sums of money collected from time to time by way of 
principal and interest in respect of mortgages on the security whereof 
each series of debenture is raised, the bank shall first pay every year into 
the Debenture Redemption Fund Account, an equated amount which 
together with compound interest at the rate to be fixed by the Board, 
will provide at the end of period for which debentures are issued, a 
sufficient sum to pay off the debenture in that series.” This provision 
requires amendment in light of the provision made in the by-laws of 
the bank. 

By-laws No. 10(1) provides as follows regarding the method of 
constitution of sinking fund. 

“In respect of the debentures issued by the bank, the bank shall 
out of the sum of money realised from time to time, by way of principal 
and interest in respect of loans advanced by it, contribute every year 
to a common Debenture Redemption (Sinking) Fund out of which 
debentures issued by the bank from time to time shall be repaid on 
their maturity. The method and manner of constituting and maintain¬ 
ing the fund shall be decided by the Board in consultation with the 
Trustee.” 

5. Pondicherry 

As per Trust Deed clause No. 5, the bank shall make contributions to 
the Debenture Redemption Fund primarily out of the repayments 
made by the borrowers so that the aggregate of the annual contribution, 
made in respect of each series of debentures to the Redemption Fund 
shall by the date fixed for the redemption of the debentures of that 
series, be equal to the face value of these debentures. The methods of 
investment by the bank towards the sinking fund commitments arc 
60 per cent in debentures of land development banks, 20 per cent in 
fixed deposits in state co-operative bank and 20 per cent in Government 
securities. 

6. Mysore 

In terms of clause 5(e) of the Trust Deed, the bank will have to 
contribute to the sinking fund during every accounting year an amount 
determined in regard to each series of debentures either by way of 
equated instalments or amounts as are equal to the principal amounts 
of each of the series divided by the number of years for which the relat¬ 
ive series of debentures had been issued or the bank may make such 
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annual contributions as may be determined in any other manner the 
trustee may deem fit or appropriate in regard to any specified series of 
debentures. The bank is now contributing to the sinking fund under 
annuity (equated instalments) method i.e., the amount equal to the 
expected recoveries from the loans issued forming cover for a parti¬ 
cular series of debentures. This will be fixed at the time of floatation of 
each series of debenture. Sub-sections 1(a) and (b) of by-law 16 of the 
bank’s by-law provide for the same. 

7. Assam 

As regards creation ofSinking Fund, the following method is follow¬ 
ed by the bank under the relevant provisions in the Trust Deed and 
the by-law. Trust Deed No. 5: “The bank will establish and maintain 
a fund for the redemption of debentures to be called Debenture 
Redemption Fund. 

(a) All amounts now standing to the credit of the Debenture Fund 
(General) Account, D. R. (Sinking) Fund Account and Special Sinking 
Fund Account and all assets pertaining to said funds shall become 
part of the debenture redemption fund referred to above. 

(b) The bank shall make contributions to the Debenture Re¬ 
demption Fund primarily from out of the repayments made by the 
mortgage banks so that the aggregates of the annual contribution 
made in respect of each series of debentures to the Redemption Fund 
shall by the date fixed for the redemption of the debentures of that 
series, be equal to the face value of those debentures, provided however, 
that it shall be competent for the Trustee to direct that in respect of 
any specified series of debentures, the aggregate annual contributions 
may fall short of the total redemption liability of that series by a margin 
not exceeding 25 per cent thereof. 

(c) The contribution to the Debentures Redemption Fund in 
regard to each series of debentures shall ordinarily be made before the 
end of 30 June in the year following the one in which that series had 
been issued. 

Provided, however, that in the last of such contributions to the 
Debenture Redemption Fund, in regard to that series shall be made by 
the date on which the debentures are liable to be redeemed, irrespec¬ 
tive of the date on which the earlier recurring contributions were due. 

(d) Notwithstanding the provisions of clause (e) in the case of 
any specified series of debentures that may be determined by the 
trustee, the first of the annual recurring contributions to the Redemp¬ 
tion Fund pertaining to the said debentures, may be made with the 
approval of the Trustee on a date to be fixed by him. 
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(e) Until permitted by the trustee to act in the different manner, 
the bank shall contribute during every accounting year an amount 
determined in regard to each series of debentures either by way of 
equated instalments or amounts as are equal to the principal amounts 
of each of the series divided by the number of years for which the 
relative series of debentures had been issued or the bank may make 
such annual contributions as may be determined in any other manner 
the Trustee may deem fit or appropriate in regard to any specified 
series of debentures.” 
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REPORT OF THE STUDY GROUP ON MANAGEMENT 
PERSONNEL AND CO-ORDINATION PROBLEMS 
OF THE LAND DEVELOPMENT BANKS 


Introduction 

The Study Group has been appointed by the Committee on Co¬ 
operative Land Development Banks to consider the various problems 
regarding management personnel in the land development banks and 
co-ordination arrangements, which is a part of the terms of reference of 
the Committee vide their letter dated 30 April 1973. The composition 
of the Study Group and the terms of reference are given in Annexure A. 

2. In the context of the terms of reference, while the Study Group 
was expected to examine the existing position as well as the future 
policies regarding management personnel in land development banks, 
in the course of the discussions the consensus was that the ultimate 
effectiveness of the management personnel of any institution, including 
the land development banking structure, would depend on the suitability 
or otherwise of the entire framework or structure including the organi¬ 
sation at the grass-root level, middle management personnel and top 
management personnel. The problem of management personnel of land 
development banks has, therefore, been reviewed by the Study Group in 
a wider context in order to ensure that the recommendations have a 
bearing on the ultimate objectives of the long-term agricultural credit 
structure, viz., increasing agricultural production potential. By merely 
concentrating attention at the top level, without correspondingly 
providing for the necessary infrastructure and the field machinery to 
carry out the programme, efficiency and effectiveness of the top 
management cannot be ensured. The approach of the Study Group 
was, therefore, to take into account the problems of (a) top manage¬ 
ment, i.e., chief executives and other senior executives, (b) middle 
management personnel, (c) technical personnel and (d) field personnel. 


MANAGEMENT PERSONNEL 

3. On the basis of the data available to the Study Group, it can be 
said that in terms of functions, conditions of service, methods of 
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recruitment, training, etc., there is considerable heterogeneity in the 
pattern that exists in different states. Partly this is traceable to historical 
circumstances. To some extent this heterogeneity is justified due to the 
regional variations obtaining in different parts of the country. However, 
for improving efficiency in management, it will be advisable to introduce 
common approach and homogeneity to the extent possible. 

4. While reviewing the existing position, it appears that in respect of 
both the top management personnel like chief executives, managers, 
chief accountants etc., as well as the middle management personnel, 
from state to state, there is a considerable variation both in the quality 
of the staff available as well as the functions and work-load vis-a-vis 
the total volume of business. In view of the limited time available for 
the Study Group to statistically prove this point, it is not possible to 
actually establish varying correlationships between numerical strength 
of management personnel as well as other personnel, the cost of manage¬ 
ment vis-a-vis the working capital or annual loaning programme of each 
of the banks. However, on the basis of viability studies conducted by the 
Reserve Bank of India, it could be said that in terms of norms prescribed 
in these viability studies, there is considerable scope for improvement in 
developing the management personnel at different levels. 

Top Management Personnel 

5. The chief executive officers of the land development banks are 
drawn mainly from the co-operative department or in some cases from 
IAS cadre or from institutions like the Reserve Bank of India. Even in 
respect of positions like managers, secretaries, auditors, executive officers 
etc., the long-term agricultural credit structure is heavily depending on 
the personnel of the state governments particularly that belonging 
to co-operative departments. 

Middle Management Personnel 

6. With regard to middle management personnel, including the 
personnel which work at regional levels for executive, operational and 
supervisory purposes, it can be said that the long-term agricultural 
credit structure has by and large its own staff. 

7. While analysing the problem, the Study Group has taken into 
account the two types of structural organisation of the land develop¬ 
ment banks, viz., (1) unitary and (2) federal. Observations made above 
are relevant to both the types in so far as the methods of recruitment 
or sources of personnel available are concerned. 
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8. In regard to field personnel which work at district/sub-division/ 
taluk/block level, it can be said that while the personnel entrusted with 
the task of promotional work, scrutiny of loan applications, disburse¬ 
ment of loans, verification of utilization of loans etc., has been directly 
recruited by the institutional structure, in respect of functions like public 
inquiries, scrutiny of the records of rights, recoveries etc., the land 
development banking structure in most parts of the country, continues 
to be heavily dependent either on the revenue department or co¬ 
operative department which by virtue of provisions in the Act and 
by-laws are alone entrusted with powers to carry out recoveries through 
coercive measures. 

Peculiar nature of the Land Development Banking Structure 

9. The long-term agricultural credit structure in most of the states 
has been generally used as an instrument to carry out different agricul¬ 
tural development programmes of the state governments and because 
of the guarantee and support given by the state governments to the 
debentures floated by the land development banks, state governments 
have been in a position to control, regulate and influence the policies 
and practices of this institutional structure. In the by-laws and acts 
of most of the states, it can be seen that for the appointment and 
continuance of top personnel and even the middle management personnel 
in some cases, approval of the state governments is necessary. 

10. When a particular institutional structure is used as an agency for 
planned economic development, there is nothing undesirable in having to 
some extent control by the concerned state government over the manage¬ 
ment of such institutions. However, if this control has to be purposeful 
and if the institutional structure is to be allowed to work as viable 
and professionally sound as distinguished from welfare institutions, it is 
necessary that in the management of these institutions, apart from the 
objective of ensuring the interest of the policies and programmes of the 
government, a high degree of professionalism is introduced and a cadre 
of personnel, which is capable of identifying bankable agricultural 
development as distinguished from the non-bankable agricultural 
programme is built up. 

11. From this angle, it is felt that in regard to the top management 
personnel of the land development banking structure, it is very essential 
to have an independent cadre of personnel who are highly skilled in 
professional development banking. The Study Group, therefore, 
recommends that the practice of heavily depending on the personnel of 
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the co-operative departments be progressively dispensed with, though 
senior personnel of the concerned government departments can always 
be associated with the work of these banks in advisory or consultative 
capacity. 

Chief Executive 

12. The chief executive of a land development bank is required to 
have a combination of experience and qualifications having a bearing 
on agricultural development programmes. Apart from being a good 
banker, he has to be well versed with the various agencies through which 
agricultural development programmes are carried out. For instance, 
he has to play an important role in both promotional and co-ordination 
matters with reference to the activities of the concerned technical 
departments viz., agriculture department including horticulture, 
groundwater development agencies, electricity board, land develop¬ 
ment department, agro-industries corporation, irrigation department 
etc. Initially, it may be difficult to get persons who will have background 
and qualifications in all these areas. It is, therefore, recommended that 
a panel of persons may be drawn up who have the background and 
experience in atleast some of these prerequisites and capacity 
to orient themselves in all these functions. Such panel can be constituted 
from among persons available in organisations like the Agricultural 
Refinance Corporation, Agricultural Credit Department (Reserve Bank 
of India) and state government officials including those from IAS cadre 
etc. This panel can consist of: 

(a) persons who have already gained experience in this field of 
activities; 

(b) persons who may not have direct experience in all the fields 
of activities but who can with suitable orientation equip them¬ 
selves to man the posts of chief executives. 

One distinct advantage in having such a panel would be that such 
executives would work more independently and formation of a panel 
would also facilitate exchange of expertise within the areas suitable 
from the point of view of knowledge of local language, local situations, 
etc. 

Implementation of the Management Trainee Scheme 

13. While it is difficult at present for the land development banks to 
have chief executives from their own personnel, with a view to initiating 
steps in the direction of achieving this objective and to equip the banks 
with competent management personnel, it is essential for the land 
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development banks immediately to implement the management trainees 
scheme recommended by the Reserve Bank of India with suitable modi¬ 
fications according to the local requirements. The implementation of the 
scheme could begin by selecting highly qualified persons with suitable 
educational background and if possible some experience in this field. 
These young executives after getting necessary training could form a 
core from which in due course even top management personnel can be 
appointed. 

14. The essential qualifications for the selection of these trainees may be 
a post-graduate degree with at least a second class in subjects like agri¬ 
cultural economics, commerce, business management, agriculture and 
allied technical subjects like irrigation engineering etc. Such manage¬ 
ment trainees may be categorised into: 

(1) General Management Personnel; and 

(2) Technical Personnel who can ultimately be developed as 
Management Personnel. 

The scales of pay and emoluments will have to be fixed by the concerned 
banks according to their capacity to pay. However, these will have to be 
sufficiently attractive for young and bright persons to be drawn to the 
services of the banks. 

Cadres at different levels 

15. Ordinarily irrespective of the size or volume of business of land 
development banks obtaining in different states, the following manage¬ 
ment personnel is considered advisable for most land development banks 
as indicated in the chart below : 

MANAGING DIRECTOR 


Manager 

(Finance, 

Operations 

Manager 

(Personnel, 

Administration 

Manager 
(Recoveries and 

Technical 

Manager 

Manager 

Inspection) 

District 

Development, 

Special 

Schemes and 
Co-ordination 
(ARC, IDA, 
SFDA) 

and Accounts) 

District 

Managers 

Taluk 

Managers 

and Training) 

Dist. Recovery 
Officer 

Taluk Recovery 
Officer 

Technical 

Officer 


Depending on the size of the state concerned, whether there is unitary 
structure or federal one, the Study Group considers it desirable to have 
regional offices with an area of operations conterminous with the revenue 
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divisions of the state. Thus, for large states like Maharashtra, Gujarat, 
Madhya Pradesh, there may be 3 to 4 regional offices, whereas for 
small states like Himachal Pradesh, Orissa etc., the number of regional 
offices may be limited to 2. The functions of the regional offices would 
be mainly to provide a continuing supervisory link between the head 
office management personnel and the primary level field personnel. 
Depending on the size of the programme, size of the state, the number 
of loan cases, the complexities of loan operations etc., the composition 
of the personnel at the regional level would vary. However, the Study 
Group feels that while important operational functions like (a) sanction¬ 
ing of loans after scrutiny of loan applications, and (b) disbursement of 
loans and (c) appraisal of technical and economic feasibility of loan 
cases could be entrusted either at the state level or at the district level, 
the regional units should be mainly inspection and vigilance units which 
would also ensure co-ordination at the regional level and provide two 
way communication between the grass-root level and the apex level. 

16. In regard to the functional distribution of work, delegation of 
powers etc., the Study Group has reviewed the existing position and 
has found that in some cases in matters of recruitment of staff, 
transfer of staff, promotions, disciplinary action etc., the chief executives 
and senior management personnel are not as independent as they ought 
to be. Again, in sanctioning and disbursement of loans and recovery 
policies, the professional managements do not have in some cases 
requisite powers or executive independence which is very necessary for 
the proper functioning of the financing institutions. The interference is 
either built in through the existence of certain rules and regulations 
which entrust powers to some elected committees or alternatively the 
interference is more indirect and less perceptible. The Study Group 
feels that if the management has to be effective, the professional manage¬ 
ment should be fully empowered in executive and administrative 
matters. The democratically elected members of the boards may confine 
their functions only to policy making. 

17. In respect of senior management personnel, middle management 
personnel at regional and district levels and key personnel in the 
primaries at taluk level, the Study Team recommends immediate consti¬ 
tution of common cadres, controlled at the state level and consisting 
of the following management personnel: 

(1) Managers at the apex level (operation, administration, finance, 
accounts and technical. 

(2) Regional Managers and Inspectors at regional level. 
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(3) Managers, Loan Officers, Accountants, Technical Officers and 
Recovery Officers at district level where state land develop¬ 
ment bank has district branches or there are primary land 
development banks at district level. 

(4) Key personnel like Manager and Chief Accountant of the 
primary land development banks at sub-division/taluk/block 
level. 

18. The above cadre of personnel should be controlled by an agency 
at the state level which should be entrusted with the responsibilities of 
formulating recruitment policy and also decisions in regard to the 
promotion, transfers, disciplinary action etc., of the personnel included 
in the common cadres. This would enable the professional personnel 
working at the state, regional, district and primary level to be indepen¬ 
dent of local pressures and it will also provide promotional opportunities 
to the personnel working at various levels. At present, such opportunities 
are available only in states where the unitary structure exists. Constitu¬ 
tion of common cadres in states where the federal structure exists would 
provide scope for personnel working in the fields for promotion to higher 
positions since they would be a part of a larger team than what exists 
today. In the existing arrangements as obtaining in the federal structure, 
the non-transferability of the key field personnel is also a hindrance in 
ensuring their integrity and professional competence. The Study Group, 
therefore, suggests that wherever the federal structure exists, the constitu¬ 
tion of common cadres of personnel should be made obligatory. 

Methods of Recruitment 

19. As mentioned in the preceding paragraphs, powers to recruit the 
chief executives are ordinarily vested in the board of directors of the 
state land development banks and in case of several states, such 
appointments are to be finally approved by the state governments. Some 
banks have staff committees for recruitment, promotions etc., of manage¬ 
ment personnel as well as junior personnel. A few banks have adopted 
the practice of taking subject matter specialists on the staff committees 
for enabling the staff committees to judge technical knowledge and skill 
of the concerned candidates. However, a review of the existing position 
in most of the banks reveals that the recruitment of the middle manage¬ 
ment personnel as well as field personnel has not been up to the mark 
on account of several reasons. Apart from purely subjective reasons like 
considerations having a bearing on favouritism, links with vested 
interests etc., non-availability of suitably qualified and experienced 
personnel in these cadres on account of lack of incentives for them to 
join these cadres is also one of the important reasons. In the federal 
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structure, lack of incentives for promotion is one of the reasons why 
suitable persons are not attracted to these cadres. The Study Group, 
therefore, recommends that the scales of pay, conditions of service etc., 
of the personnel working in the sphere of the land development banking 
structure should be made sufficiently attractive. The Study Group 
recommends that each state land development bank should have a staff 
services and recruitment board which should consist of the chairman, 
the managing director, an economist, a person qualified and experienced 
in technical aspects of agricultural development and wherever possible 
a personnel management specialist. The functions of this board should be 

(a) to finalize the policies pertaining to the recruitment of staff, pre¬ 
scribing minimum qualifications and experience necessary for the staff, 

(b) to interview the candidates preceded by a suitable written test, if 
necessary, and recruit persons belonging to the senior, middle and the 
other key management personnel at primary level, (c) to maintain a 
common cadre prescribed in the preceding paragraphs which would 
involve promotions from amongst members of the common cadre. 

20. Norms in respect of numerical strength of the various cadres, 
except for top personnel like the managing director, manager, chief 
accountant, regional managers, district managers, chief technical officer, 
etc., at various levels will depend on the volume of business of the bank 
including the number of loan accounts, the total advances and outstand¬ 
ings, the extensiveness or otherwise of the area of operations and so on. 
In this respect, different norms will have to be worked out for following 
types of banks: 

(a) large bank with unitary structure; 

(b) large bank with federal structure; 

(c) small bank with unitary structure; 

(d) small bank with federal structure 

In fact, there could be a large number of sub-classifications which could 
be attempted. In this respect, the norms worked out by the Reserve Bank 
of India in their viability studies may be taken into account. 

Existing Training Arrangements 

21. Presently, training arrangements for land development banks’ 
personnel are available at (a) the Co-operative Bankers Training 
College,* Poona, (b) co-operative training centres (of the Committee for 
Co-operative Training) where special courses in land development 
banking are conducted and (c) internal staff training schemes orga¬ 
nised by some of the land development banks. In the Co-operative 

* Since re-named as College of Agricultural Banking 
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Bankers Training College,* special courses in project planning and 
appraisal are being conducted. It is essential that the co-operative 
training centres run by the state co-operative unions or the National 
Co-operative Union take into account the latest trends and develop¬ 
ments in the sphere of land development banking. It is necessary to 
review the syllabi followed at all these training centres. Presently, Co¬ 
operative Bankers Training College* does not conduct any specific 
training course for the management personnel of the land development 
banking structure as such. The courses conducted are: (i) a specialized 
course covering project planning and appraisal; (ii) course for the 
managerial staff of state and primary land development banks and 
middle level personnel of commercial banks. It is essential to conduct 
short duration courses (not exceeding three months) in various aspects 
of management training. Training of these personnel should not end 
with an initial course of 3 months. In fact, it should be a continuing 
process and the basic management training course should be followed 
by a series of refresher courses for the purpose of which the Co-operative 
Bankers Training College,* Poona, will have to be suitably equipped and 
strengthened. It is also desirable to introduce functional and job-oriented 
courses for chief accountants, technical personnel etc. Such courses will 
have to be organized separately for different categories of functionaries 
working at senior levels. The present strength of the Co-operative 
Bankers Training College,* Poona as well as the facilities available 
should be strengthened to meet these additional requirements. 

22. In addition to the regular training arrangements, it is essential 
to provide for the orientation of field personnel through the core per¬ 
sonnel who may be trained at the Bankers Training College,* Poona. 
These personnel should conduct orientation seminar camps and brief 
and acquaint thousands of field personnel in respect of latest policies 
and programmes pertaining to long-term agricultural credit. In fact, 
this arrangement has been contemplated in respect of some states which 
have been implementing IDA Projects and has already been partly 
carried out in states like Maharashtra. 

Training of Middle Level and Junior Level Personnel 

23. Special courses on land development banks for personnel other than 
senior management personnel are being conducted at the co-operative 
centres run by Committee for Co-operative Training. Even this course 
which is of about 4 months duration is an omnibus course covering all 
aspects of land development banking. The need is increasingly felt to 
* Since re-named as College of Agricultural Banking 
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have functional and job oriented courses for some middle management 
personnel as well as junior personnel, including personnel working at 
the field level. It is suggested that the Committee for Co-operative 
Training should be called upon to conduct a variety of functionally 
oriented courses at their co-operative centres run by state co-operative 
unions. The subject matter and contents of functionally oriented courses 
as recommended above for personnel at different levels are listed 
below :— 

(1) Special course for accountants of primary land development 
banks; 

(2) Special course in loan appraisal including elementary know¬ 
ledge of survey for field personnel like supervisors; 

(3) Familiarization course in technical matters like study of 
contour maps, groundwater development, study of revenue 
records, study of basic problems of extending electric 
connexions in rural areas etc., 

(4) Familiarization course for recovery of dues including: 

(a) Coercive measures; 

(b) Collection at procurement centres, where monopoly 
procurement is introduced; 

(c) Efforts at linking credit with marketing, etc. 

The above list is not comprehensive but illustrative. A more comprehen¬ 
sive list could be drawn by the concerned agencies in consultation with 
the land development banks. 

Role of Technical Cells 

24. The ideal strength of technical cells in the land development bank¬ 
ing structure is a matter about which ideas are yet vague as most of the 
banks have recently started setting up of technical cells. On the basis of 
the experience gained by several banks, it could be said that in the 
ultimate analysis, the role of the technical cell or technical personnel which 
a banking institution can have is essentially that of providing a nucleus 
around which the necessary infra-structure for both promotional and 
follow-up activity in technical terms could be built-up. It is difficult for 
the banks to have on their own staff sufficient number of well qualified 
technical personnel like agricultural engineers, irrigation engineers, 
agricultural graduates etc., to prepare and follow-up several thousand 
loan cases every year. From the viability angle, it is just not practical. 
It, therefore, appears necessary that the technical cells constituted by 
the banks and the technical personnel posted by the banks even at the 
district level mainly assist the bank in preparing schemes by examining 
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their technical feasibility and also work as co-ordinating or liaison 
officers with the other concerned technical agencies including govern¬ 
ment departments without whose help it is not possible to cover fully 
the technical part of the long-term agricultural credit programme. For 
instance, it cannot be presumed that any land development bank or for 
that matter even a commercial bank will be able to supervise and follow 
up with their own technical officers large scale programmes like land 
development and soil conservation, network of lift irrigation schemes, 
other items of minor irrigation work like digging of several thousand 
wells without the help of the technical staff of the concerned government 
departments and other agencies like the agriculture department, irriga¬ 
tion department, groundwater survey agency and so on. Thus, it would 
be seen that while in quantitative terms, the role of the technical staff 
of the bank is limited, in terms of providing a nucleus, its role is vital. 

Incentives for Employees 

25. As mentioned earlier, the present personnel of the land develop¬ 
ment banking structure do not have sufficient incentives. The measures 
to solve this problem would include attractive terms and conditions of 
service, scales of pay and in the case of the federal structure, providing 
common cadres which would give scope for persons working at different 
levels to get suitable promotions. One more problem having a bearing 
on incentives is the entry of commercial banks in the field of agricultural 
development. 

26. The terms and conditions of service offered by commercial banks 
are extremely attractive compared to the terms and conditions prevailing 
in the land development banks. If an exodus of trained and experienced 
persons from the land development banks is to be avoided, it is necessary 
that the terms and conditions of service in the land development banks 
will have to be improved to the extent that their financial ability will 
permit. 


CO-ORDINATION 

27. Co-ordination between various agencies like the financing institu¬ 
tion and government departments, such as revenue department, agri¬ 
cultural department, irrigation department, groundwater survey 
department, state electricity board, agro-industries corporations and 
the marketing organisation, is required in the first instance for the 
proper formulation of policies for long-term development of agriculture 
and for their successful implementation. The co-ordination between 
financing institutions like the land development banks, the commercial 
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banks or service co-operative societies is also required for avoiding 
multiple financing and for achieving a proper match between short¬ 
term and long-term finance. 

28. From the information that the Study Group has been able to 
gather, it appears that co-ordination arrangements are made at the state 
level and in some cases at the district level as well. The Development 
Commissioner of the state is usually the chairman of the committee at 
the state level and senior officers of the department of agriculture, 
department of co-operation, department of horticulture, state 
electricity board, irrigation department, groundwater survey depart¬ 
ment, are members of the committee. In some states at least the state 
level committees are quite active and are performing a useful role. 
It is desirable that the convener of the state level committee should be 
the chief executive of the land development bank. 

29. Co-ordination at the lower levels seems to be inadequate in most 
states. There are some states where district committees under the 
chairmanship of the Collector are constituted to solve problems in 
implementation and to review the pace of implementation. In several 
cases, the meetings are not regularly held, as the District Collector is a 
busy officer. It is desirable that the convener of the district committee 
is an officer of the land development bank, so that the convener with 
the help of the District Collector can ensure that meetings are regularly 
held and follow-up action is taken on the decisions arrived at the 
meetings. Even the meetings at the district level by themselves are not 
effective in solving the day to day problems which crop up at the 
field level. It would be desirable to have a co-ordination committee 
at the taluk or block level with functionaries of the connected depart¬ 
ments at this level for sorting out problems as and when they arise. In 
fact, the co-ordination at this level is of crucial importance. The Study 
Group, therefore, suggests that the co-ordination set-up should be built 
up from below like a pyramid. At present, co-ordination efforts and 
arrangements start at the top and hardly reach the field level. A table 
showing the co-ordinating machinery at the district and taluk/block 
level is given in Annexure B. 
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ANNEXURE A 

TERMS OF REFERENCE 

Letter No. ACD.LDB.1752/SSI172/3 dated 30 April 1973 of Shri K. 
Madhava Das, Additional Chief Officer, Reserve Bank of India, 
Agricultural Credit Department, Bombay and Chairman of the 
Committee addressed to Shri Jayakumar Anagol, Managing Director, 
Karnataka State Co-operative Land Development Bank Ltd., 
Bangalore. 

1. The Study Group will consist of the following: 

1. Shri Jayakumar Anagol 
Managing Director 
Karnataka State Co-operative Land 
Development Bank Ltd. 

Post Box No. 1711 
Albert Victor Road, Fort 
Bangalore 560 018 

2. Dr S. B. Mahabal 
Principal 

Co-operative Bankers’ Training College* 

Poona 

3. Shri G. P. Bhave 
Managing Director 

Maharashtra State Co-operative Land 
Development Bank Ltd. 

J. K. Building (2nd Floor) 

Narottam Morarjee Marg 
Ballard Estate 
Bombay-400 038 

4. Shri D. S. Verma 
Sachiv 

Uttar Pradesh State Co-operative Bank 
2 Mahatma Gandhi Marg 
Lucknow 

2. The Group may examine the following aspects: 

(a) Policy regarding appointment of management personnel in 
land development banks for administration and supervision— 

* Since re-named as College of Agricultural Banking 
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scheme for management trainees recommended by the Reserve 
Bank of India/Agricultural Refinance Corporation. 

(b) Arrangements for co-ordination between land development 
banks and various agencies such as state electricity boards, 
state groundwater directorates, and departments of the state 
governments especially co-operation, agriculture and irriga¬ 
tion departments. As regards (a) the Group may keep in 
view the important role required to be played by the banks 
in the provision of funds for on-farm investments in agricul¬ 
ture with a view to increasing agricultural production in the 
state as also to improve the economic condition of farmers. 
It may be noted that in the context of increase in their 
operations they would have to build up a cadre of officers 
who have specialised knowledge in different fields. It is against 
this background that the Study Group may have to suggest 
the policy to be followed by the banks for recruitment and 
training of suitable personnel. 

As regards (b) the Group may examine the present arrangements 
in this behalf and suggest whether any changes are needed therein. 

3. The Study Group may evolve its own procedure for holding meet¬ 
ings, collecting data and preparing its report which will have to reach 
the Committee in a month’s time. 
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ANNEXUREB 

Table showing co-ordinating machinery at District and Taluk/ 
Block Level. 

District Level 

1. Deputy Commissioner/Collector of the District 

2. Divisional Deputy Registrar of Co-operative Societies 

3. Deputy Director of Agriculture 

4. Branch Manager of Co-operative Land Development Bank 

5. Representative of Lead Bank 

6. Executive Engineer, Electricity Board 

7. Irrigation Department Engineer 

8. District Officer of Groundwater Department 

9. Manager, District Co-operative Bank, Convener 

10. Manager, Marketing Society 

Taluk /Block Level 

1. Block Development Officer 

2. Assistant Registrar of Co-operative Societies 

3. Agricultural Extension Officer 

4. Tahsildar 

5. State Electricity Board (Oversear or Assistant Engineer) 

6. Groundwater Department Field Officer 

7. Manager, Primary Land Development Bank 

8. Branch Manager, Central Co-operative Bank 
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REPORT OF THE STUDY TEAM ON THE WORKING 
OF THE CO-OPERATIVE LAND MORTGAGE BANKS 

IN ASSAM 


Introduction 

Following were the members of our Team constituted to study the 
working of land mortgage banks in Assam. 

(i) Shri S. Acharya Convener 

Assistant Chief Officer 

Agricultural Credit Department 
Reserve Bank of India 
Gauhati 

(ii) Shri H. K. Bardoloi Member 

Joint Registrar 

(Credit) Co-operative Societies 
Assam 

(iii) Shri K. K. Goswami Member 

Managing Director 

Assam Co-operative Central Land 

Mortgage Bank Ltd 

Gauhati 

(iv) Shri J. S. Bisht Member 

Deputy Director 

Agricultural Refinance Corporation 
Gauhati 

Scope of Study and Methodology 

2. In pursuance of the general guidelines given by the Committee on 
Co-operative Land Development Banks, the scope of our study was 
kept as wide as possible and efforts were made to cover all the aspects 
relating to the long-term credit structure in the state. Emphasis was 
given mainly to the factors inhibiting the working of land mortgage 
banks in the state with a view to suggesting measures which 
could help improving the efficiency of these institutions to meet the 
long-term credit requirements of agriculture. 
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3. The Study Team after considering the data of loans advanced and 
outstanding during the last 5 years decided to visit four primary land 
mortgage banks, viz., Silchar, Nalbari, Jorhat and Dibrugarh. The 
first two were visited to know why the banks did not make substantial 
progress while the banks at Jorhat and Dibrugarh were visited mainly 
to know the factors responsible for the very poor progress made by 
them since inception. During the course of our visits to these banks, 
discussions were held with the chairmen, vice-chairmen, secretaries and 
other available directors/knowledgeable persons to acquaint ourselves 
with the various reasons responsible for the poor progress of these banks. 
Wherever possible the subject was also discussed with the departmental 
officers under whose charge these institutions functioned. The Study 
Team also had discussions with the members of the Board of Directors 
of the Assam Co-operative Central Land Mortgage Bank Ltd., at 
Gauhati on 17 September 1973. 

Legislation 

4. The bank is governed by the Assam Co-operative Land Mortgage 
Bank Act, 1960 and Rules framed thereunder in 1961. The Act provides 
for distraint and sale of produce in the event of non-payment of any 
instalment. Section 8(1) of the Act ibid provides that if any instalment 
under mortgage executed in favour of a mortgage bank or any part of 
such instalment has remained unpaid for more than one month from 
the date on which it fell due, the committee of the bank may, in addition 
to any other remedy available to the said mortgage bank, apply to 
the Registrar or to such person as the state government may appoint 
in this behalf for the recovery of such instalment or part by distraint 
and sale of the produce of the mortgaged land including the standing 
crops thereon. However, in clause 2(c) of the Assam Co-operative 
Land Mortgage Bank Rules, 1961, while defining “distrainer” it has 
been mentioned that “distrainer” means any officer of the co-opera¬ 
tive department who is empowered by the Registrar to distrain and 
sell the produce of the mortgaged land including the standing crops 
thereon in accordance with the provisions of sections 8 to 10 of the 
Assam Co-operative Land Mortgage Bank Act, 1960 to assist the 
Registrar. Thus, there is an anomaly between the provisions of the Act 
and the Rules in regard to the appointment of the distrainer. The Study 
Team, therefore, recommends that the provisions of the Act, by suit¬ 
able amendment, may be brought in tune with the Rules framed 
thereunder. 

5. In addition, incorporation of provisions on the lines of sections 118 
and 138 of the Co-operative Societies Act in Maharashtra may also 
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be considered with a view to minimizing the time involved in tracing 
the title and providing long-term credit for development of land and for 
the sale of hypotheca as arrears of land revenue, in case of default. 

Land Tenure System 

6. Raiyatwari is now the main system of land tenure in Assam. After 
the passing of the Assam State Acquisition of Zamindari Act, 1951 there 
remain two types of holders of land, viz., (i) land holders and raiyats 
having occupancy rights and (ii) settlement holders. Except annual 
patta holders, all other land holders are vested with right of transfer, 
mortgage, sale, etc. As regards tenants, those who have acquired the 
status of privileged raiyat or occupancy raiyat under the Assam 
Temporary Settled District Tenancy Act, 1935 are vested with the 
right of transfer, mortgage, sale, etc. But such transfer, mortgage or 
sale can be made by them by giving prior notice to their landlords. 
Sub-letting of land on Adhiar (crop sharing) and raiyat system is 
permissible. 

7. Under the Assam Fixation of Ceilings and Land Holdings 
(Amendment) Act, 1972, a ceiling of 50 bighas of land has been imposed 
on persons who, prior to the passing of the amendment, were entitled to 
hold land up to 150 bighas. The primary land mortgage banks and the 
central land mortgage bank have, however, been exempted from the 
ceiling under section 20(2) of the Assam Co-operative Land Mortgage 
Bank Act, 1960. The Under Secretary to the Government of Assam in 
the Revenue Department in his letter No. RSD. 11/63/158 dated 
23 March 1966, advised the central land mortgage bank that the state 
government had been accepting mortgage of land falling in the tribal 
belts as security for loans advanced by the government and, on the 
same analogy, lands falling within the tribal belts/blocks were allowed 
to be mortgaged to the central land mortgage bank also. However, no 
outsider was allowed to bid in any auction for sale of such mortgaged 
land. Due to the operation of this restrictive clause, the bank may have 
to face difficulties in case of auction of land under distraint and sale 
for recovery of its dues, in the absence of any bidder. It is desirable that 
the state government may either stand guarantee for the loan issued to 
agriculturists in the tribal belts or amend the Assam Land and Revenue 
Rules Amendment Act, 1947 suitably providing for unrestricted 
bidding in the sale of land under distraint and sale for recovery of co¬ 
operative dues. If such measures are not possible, the state government 
may contribute to a risk fund to be specially created in respect of loans 
to tribals. 
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8. Section 5 of the Assam (Temporarily Settled Areas) Tenancy Act, 
1971 lays down that a person who for a period of not less than 3 years 
has continuously held land as a tenant shall have a right of occupancy 
in that land. Such an occupancy tenant shall have permanent heritable 
and transferable right of use and occupancy in the land. The right of 
ownership can be acquired by two methods. In one, the state govern¬ 
ment itself can take the initiative and in the other the initiative has 
to come from the tenant or the under tenant. Such ownership right as 
well as the intermediary right can be acquired by making payment 
of a sum equal to 50 times the full rate of annual land revenue payable 
on such land. In terms of section 23(1) of the Act ibid, acquisition of 
ownership right, by the occupant tenant, will also be free from any 
encumbrances. A situation may, therefore, arise where an owner culti¬ 
vator indebted to the land mortgage bank may be compelled to transfer 
the land to the occupancy tenant who has been cultivating his land from 
a date prior or subsequent to his borrowings from the bank. Since the 
transferee of the land will acquire the title over the land, free from any 
encumbrances, the land mortgage bank will be deprived of its claim 
over the security. To avoid such a situation some protection may have 
to be provided by amending the Act suitably. 

9. Land settlement is not complete and in many areas annual pattas 
are still being issued. Under annual patta, interest in the land cannot 
be transferred. This is also one of the main reasons for the slow progress 
of these banks. The Study Team, therefore, recommends that the work 
of land settlement should be expedited and preparation of records of 
rights should be completed early. 

Long-term Credit Structure 

10. The long-term credit structure in Assam is of the federal type with 
the Assam Co-operative Central Land Mortgage Bank Ltd., at the 
apex level and 16 primary land mortgage banks functioning at sub- 
divisional levels in the plains. Of the 20 sub-divisions in the state in 
the plains area, four sub-divisions, viz., Rokrajhar, Tinsukia, Morigaon 
and Dhemaji are not having any primary land mortgage bank and the 
area is served by the Dhubri, Dibrugarh, Nowgong and North Lakhim- 
pur land mortgage banks respectively. The two hill districts, viz., Mikir 
Hills and North Cachar Hills are still out of operational periphery of 
any long-term credit institution, which may be due to special land laws 
operating in the areas not permitting free sale or mortgage to non- 
tribals. 
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Central Land Mortgage Bank 

11. Following the recommendations of the All-India Rural Credit 
Survey Committee, 1954, the Assam Co-operative Central Land Mortgage 
Bank Ltd., was organized in September 1955 with the sole objective of 
promoting and developing the agricultural economic interests including 
horticulture, fishery, dairy and livestock of its members, both societies 
and individuals and members of primary banks by means of credit on 
security of land. Prior to the organization of this bank, there were two 
co-operative land mortgage banks functioning at Gauhati and Nowgong. 
The area of operation of the central land mortgage bank now in exis¬ 
tence extends over whole of the state except the hill districts. All the 
16 primary banks in the state are affiliated to it. 

Membership 

12. As per the provisions of the by-laws, membership of the bank is 
open to the government, all primary banks, all registered co-operative 
societies, all tenants qualified and eligible for loans under any land 
reform legislation enacted by the government from time to time, all 
other persons who are eligible for government loans channelled through 
the bank and all other individual cultivators. In the beginning, the 
membership of the bank was thrown open to individuals possessing 
mortgageable and cultivable lands as there were, at that time, only 
two land mortgage banks functioning in the state. The individual 
members were enrolled from various sub-divisions. Later on with the 
organization of primary banks in other sub-divisions, individual non¬ 
borrowing members were transferred to the respective primary bank. 
Consequently, the individual membership which stood at 895 as at the 
end of 1968-9, came down to 23 from the following years, i.e., from 
1969-70. As at the end of 1972-3, besides 3 individual members, the 
bank had 16 primary banks and 4 other co-operative societies as also 
the state government as its members. 

Owned Funds and Share Capital 

13. The paid-up share capital of the bank which amounted to 
Rs 12.05 lakhs at the end of 1969 increased to Rs 14.34 lakhs as on 
31 March 1973. Of this, Rs 9.00 lakhs were contributed by the state 
government. Since 1969, the statutory reserve fund has not increased 
and remained at Rs 0.43 lakh. Therefore, the owned funds as on 
31 March 1973 amounted to Rs 14.77 lakhs. As against this, overdues 
of the bank amounted to Rs 5.53 lakhs constituting 80.7% of the 
demand. Accumulated losses as on 30 June 1972 amounted to Rs 2.21 
lakhs. Thus, the owned funds were blocked to the extent of Rs 7.74 
lakhs as on 31 March 1973. During the year 1972-3 the bank had to 
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contribute Rs 4.69 lakhs out of its owned funds to the sinking fund 
because of the shortfall in recoveries. Besides, it has invested Rs 0.10 
lakh each in the shares of the Agricultural Refinance Corporation and 
the Assam Co-operative Apex Bank Ltd. Therefore, the owned funds, 
exclusive of the statutory reserve fund, available for business amounted 
to Rs 1.71 lakhs only. This is too small a balance available to the bank 
to meet the increasing demand for long-term credit. If the bank has 
to play an effective role in dispensation of developmental credit in the 
agricultural sector keeping comfortable cushion of funds for interim 
finance and for making contribution to the sinking fund in the case of 
shortfall in recoveries, it should have a capital base of at least Rs 25.00 
lakhs. The state government may, therefore, consider contributing an 
additional amount of Rs 10.00 lakhs to the share capital of the bank. 
If considered necessary, the state government may borrow from the 
Long-term Operations Fund of the Reserve Bank. 

Borrowings 

14. The bank borrowed for the various purposes sums aggregating 
Rs 12.30 lakhs from the state government during the period from 
11 March 1958 to 17 April 1968. These were all departmental loans 
channelised through the bank for financing long-term schemes. Out of 
the above amount, the bank had repaid Rs 1.15 lakhs and the outstand¬ 
ing balance as on 30 June 1973 was Rs 11.15 lakhs. Details regarding 
rate of interest, purposes for which the loans were obtained etc., are 
given in Table 1. 

In respect of the loans for livestock and fishery, no specific terms 
and conditions were laid down. Neither any documents were executed 
nor securities pledged for these loans. The other agricultural loans were 
secured by mortgages collected by the bank and they were granted by 
the state government mainly for advancing loans to members for 
improvement of agriculture, discharge of old debts and redemption of 
mortgages and for pisciculture. The loans were generally utilized by 
the bank for the purposes for which they were granted. 

15. During the year 1972-3, the Assam Co-operative Apex Bank Ltd., 
had sanctioned interim accommodation of Rs 5.00 lakhs at 8 / 2 % 
interest per annum. It was utilized to the extent of Rs 4.88 lakhs by 
the central land mortgage bank. The entire amount was repaid by it 
on 9 April 1973 out of the subscriptions received towards the fifth series 
of ordinary debentures. The government guarantee for obtaining interim 
accommodation, whenever provided, was either for a short period in 
the form of a letter or was short of the limit sanctioned by the apex bank. 
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Date of Receipt 


TABLE 1 

Terms Relating to Borrowing 


Rs Lakhs 


Amount of Loan Rate of Interest Purpose 

(Per cent) 


22.3.1958 

5.00 

2 

Agriculture 

29.4.1967 

3.00 

5 

-do- 

17.4.1968 

2.00 

5 

-do- 


10.00 


29.3.1961 

0.50 

5 

Livestock 

18.9.1961 

0.30 

5 

-do- 

31.3.1962 

0.49 

5 

-do- 


1.29 


25.4.1961 

0.56 

5 

Fishery 

28.9.1961 

0.30 

5 

-do 

18.5.1962 

0.15 

5 

-do- 


1.01 


In the context of the present loaning operations of the bank, its require¬ 
ments of interim finance are estimated at Rs 10.00 lakhs. The state 
government may provide the required guarantee on a continuing basis 
for a period of 2 years at a stretch as has been done by some state 
governments so that the bank can obtain interim accommodation either 
from the State Bank of India or the state co-operative bank. 

Issue of Debentures 

16. The bank has so far issued five series of ordinary debentures 
aggregating Rs 49.50 lakhs and one series of rural debentures for 
Rs 0.50 lakh. The issue of rural debentures was kept on tap from 
January to March 1973. At the close of the tap period on 31 March 
1973, it had collected Rs 0.12 lakh only through the primary banks. 
Shortfall in subscription was mainly due to lack of publicity and 
initiative on the part of primary banks as well as lack of public support. 
On many occasions, government guarantee was not given in time in 
respect of debenture floatations. 

Loans and Advances 

17. The bank has not so far rationalized the policy and procedure 
governing term loans for agricultural purposes. The initial eligibility 
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for a loan is yet to be determined with reference to the repaying capacity 
arising out of the incremental income generated by the proposed develop¬ 
ment. In a production-oriented system of loaning, the grant of a loan 
for a specific investment is justified only if the additional income arising 
therefrom is sufficient to liquidate the loan together with interest within 
a specified period. It, therefore, follows that a loan may not be justified 
if its repayment is dependent on the income derived by a person, from 
the lands which are not receiving any benefits from the proposed 
improvement or are dependent on off-farm income. However, this 
principle is not adhered to by many of the primary banks. 

18. The quantum of loan is generally determined with reference to 
the value of the hypotheca and not on the basis of outlay) on the pro¬ 
posed investment. Neither the scales of finance have been fixed on unit 
or acre basis nor has the bank conducted studies in any region in its 
area of operation for evolving appropriate norms for outlay in respect 
of some of the common purposes for which long-term finances are 
needed. As a result, the element of “ways and means” in the advances 
granted by the bank cannot be ruled out. 

19. The period of loan is also fixed uniformly according to the size 
of loan. Loans of Rs 5,000 are repayable within 11 years in 10 equal 
instalments while those between Rs 5,000 and Rs 10,000 are repayable 
within 13 years in 12 equal annual instalments and loans above 
Rs 10,000 are repayable within 15 years in 14 equal instalments ignor¬ 
ing the repaying capacity of the borrowers and the useful life of the 
assets created out of the loan amounts. 

20. The bank has not taken adequate steps to ensure that loans are 
utilized for intended purposes. The disbursement of loans for oil engines, 
pumpsets, etc., was not made to the suppliers. 

21. Prior to 1965, loans issued by the central land development banks 
were mostly for the purpose of redemption of old debts, purchase of 
ownership rights in land, construction of building, etc. After the first 
inspection of the bank by the Reserve Bank in 1963, some awareness 
in this regard developed and since 1965 loans for easily identifiable 
productive purposes have shown an increasing trend as will be evident 
from the data furnished in Table 2. 

22. The bank, however, feels that due to peculiar topography of the 
state and less developed infrastructure, there is not enough scope for 
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TABLE 2 

Loans for Identifiable Purposes 


Rj Lakhs 


Year 

Total loans issued 
by the Central 
Land Mortgage 
Bank 

Of which loans 
issued for identifi¬ 
able Productive 
purposes 

Percentage of 
3 to 2 

1 

2 

3 

4 

1968-9 

3.22 

0.17 

5 

1969-70 

10.31 

2.38 

24 

1970-71 

12.55 

4.26 

33 

1971-2 

12.11 

5.39 

44 

1972-3 

13.22 

7.70 

58 


issue of loans for identifiable productive purposes. The Study Team, 
therefore, recommends that a technical team consisting of one repre¬ 
sentative each from the Agriculture, Irrigation and Co-operation 
Departments along with the representatives from the state land 
mortgage bank may be constituted by the state government which 
may undertake in detail the sub-division-wise study of the scope and 
potentiality of developing long-term credit business for institutional 
financing. 

23. The Study Team also feels that although the demand for loans 
for identifiable productive purposes is increasing, it is increasing at a 
slow pace and as the bank has yet to reach a take-off) stage, it would 
be helpful if the stipulation of the Reserve Bank that at least 90% of 
loans issued by a bank should be for productive purposes, of which not 
less than 70% should be for identifiable productive purposes, is relaxed 
say, for a period of five years up to 1979, i.e., the end of Fifth Five 
Year Plan period. It is, therefore, recommended that the stipulation 
should be 80% of the loans issued by the bank should be for identifiable 
purposes. As regards 20% of loans for non-productive purposes, the 
following safeguards are suggested : 

(i) Loans for redemption of old debts should be considered only 
if it is necessary for a fanner to get a part of the land released 
from the moneylender in order to carry out improvement on 
whole of the land. 

(ii) If it is considered absolutely necessary in some cases to advance 
money for the sole purpose of redemption of old debt, it 
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should be considered only if the borrower has definite produc¬ 
tion plan, he accepts improved methods of agriculture and 
the supply of short-term credit to him is assured. The income 
out of the increased production should be sufficient to repay 
the amount timely. 

24. Recently, the Reserve Bank in its circular letter No. ACD. LDB. 
696 B. 1-72/3 dated 9 November 1972 have permitted the following 
purposes to be treated as identifiable productive purposes for financing 
by land development banks under their normal lending programme 
subject to the observation of certain safeguards: 

(i) Levelling, bunding and reclamation of lands 

(ii) Soil conservation by terracing 

(iii) Construction of draining channels to prevent flood or bund¬ 
ing of land to prevent erosions 

(iv) Preparation of land for orchards, plantation etc. 

According to the safeguards, more stress is laid on the departmental 
personnel working out and executing the schemes. The Study Team 
feels that if such schemes are prepared by the technical cell to be consti¬ 
tuted by the state land mortgage bank, insistence on departmental 
preparation and execution of schemes may be dispensed with. No doubt, 
there should be adequate technical supervision over the progress of the 
work and the schemes should be found economically feasible. The 
central land mortgage bank should also be able to meet the sinking fund 
commitment during the gestation period of certain types of loans from 
its owned funds in case recoveries are not expected from borrowers. 

Security for Loans 

25. Mortgage of unencumbered periodic patta with transferable and 
inheritable right with sound title and under actual enjoyment of the 
applicant is accepted as the security for a loan from the central land 
mortgage bank. Land under adhiars is not being accepted as security. 
Town land is not accepted as security, but rules provide that it may be 
accepted only in exceptional circumstances if the value of other land 
is not sufficient to cover the amount of the scheme and reduction of 
the size of the scheme may render it uneconomical. The value of land 
to be mortgaged for the loan is determined on the basis of some sale 
deeds of the same village for the last five years. If sales statistics are 
not available, as far as practicable, land record staff may be consulted 
for valuation of the hypotheca. Loan amount is not to exceed fifty per 
cent of the estimated average market value based on previous five years’ 
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sales statistics of the land offered as security. In fixing valuation of 
land which is under occupation of a tenant two aspects are to be taken 
into consideration—(i) extent of proprietor’s/landholder’s interest and 
(ii) extent of tenant’s interest. The valuation in the tenant’s case should 
be measured according to his interest in the land. 

26. It is, however, observed that in actual practice the sale statistics 
obtained often refer to either small pieces of lands or such plots of land 
as are strictly not comparable. Thus, too much reliance on such sale 
statistics at times leads to arbitrary conclusions. It is, therefore, suggested 
that the valuation of land may be done at eight times the net post- 
developmental income from agriculture. Fifty per cent of this valuation 
may be treated as the outer limit for a loan with reference to security. 
This basis may facilitate granting of term loans even to the small 
farmers in deserving cases. 

27. Although the time-limit for disposal of the loan cases by the central 
land mortgage bank and the primary banks has been fixed at 90 days, 
considerable delay takes place at both the levels. Applications to the 
tune of Rs 22.97 lakhs were found pending at the central land mortgage 
bank on 31 August 1973. Of these, a few applications were pending 
since 1967. During the course of discussions with the Managing Director 
of the central land mortgage bank it was explained that large number 
of applications were pending for want of funds. Although the proposal 
for the sixth series of debentures had already been cleared by the Reserve 
Bank, the state government had not extended government guarantee 
in favour of the bank. The state government guarantee was also not 
available for arranging interim accommodation from the state co¬ 
operative bank. As suggested earlier, the state government may consider 
giving continuing guarantee for a blanket amount, say for a period 
of 2 to 3 years at a time. The bank should also go into the specific 
reasons for delay in the disposal of loan applications and try to minimize 
the time taken from the date of submission of the application by the 
agriculturist till he gets the loan. 

Overdues 

28. In the matter of recoveries, the performance of the bank has not 
been satisfactory. The position of overdues for the last four years is 
given in Table 3. 

It would be seen that the overdues are gradually increasing in 
terms of absolute amount as well as percentage. From Rs 2.02 lakhs 
constituting 58.6% of the demand as at the end of 1970, overdues 
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TABLE 3 


Position of Overdue* In Cldb 

Rs Lakhs 


Year 

Loans Out¬ 
standing as 
at the end of 
the Year 

Demand for 
the Year 

Overdues at 
the end of 
the Year 

Percentage of 
Overdues to 
Demand 

1969-70 

30.25 

3.45 

2.02 

58.6 

1970-71 

40.98 

3.74 

2.41 

64.4 

1971-2 

51.21 

5.16 

3.25 

62.9 

1972-3 

61.86 

7.32 

5.00 

68.3 


increased to Rs 5.00 lakhs constituting 68.3% of the demand on 
30 June 1973. Similarly, the position of overdues at the primary land 
mortgage banks’ level is also alarming as would be seen from Table 4. 


TABLE 4 

Classification of Primary Banks According to Overdues 


Range of Overdues as on 
30-6-1972 (percentage to 
demand) 

No. of 
banks 

Eligibility to draw 
funds from the 

SLMB (Percentage) 

Up to 15 

Nil 

100 

Between 16 and 25 

2 

85 

Between 26 and 40 

3 

75 

Between 41 and 50 

1 

60 

Above 50 

10 

50 


29. Therefore, in terms of the Reserve Bank’s circular ACD.LDB. 
1326/D.1-72/73 dated 27 February 1973, no primary bank is eligible 
for 100% finance from the central land mortgage bank. Out of 
16 banks, as many as 10 banks are eligible for only 50% finance. No 
specific reasons have been provided for the mounting overdues at both 
central and primary banks’ level. More than 70% of the overdues are 
wilful defaults which could have been recovered had the banks sufficient 
staff to take persuasive and coercive measures against the defaulters 
promptly. Although it has been said that due to floods and drought some 
overdues have arisen, neither the state government has declared any 
such natural calamity indicating percentage of damage to the crop nor 
the banks on their own part identified areas and borrowers affected by 
such regular recurrence of natural calamities so that some specific 
measures of relief could have been considered. The Study Team, there¬ 
fore, recommends that the central land mortgage bank may have a 





CENTRAL LAND MORTGAGE BANK 


175 


separate section under the charge of an inspector to keep continuous 
watch over the recovery performance. He should organize well planned 
recovery drives every year and arrange for taking legal action against 
defaulters to keep the overdues at the minimum level. 

30. As regards overdues due to regular recurrence of floods/drought, 
the Study Team recommends that, after strengthening of staff position 
at all levels, the bank should undertake borrower-wise survey to find 
out the exact position of overdues due to these reasons and also the 
extent of dues which might ultimately turn bad. The state government 
has recently taken a decision to divide the state in three zones, viz., 
flood-affected zone, partially flood-affected zone and free from flood 
zone. In future, the bank should avoid the flood-affected zone and 
concentrate its advances only in safe zones. 

Management and Staffing Pattern 

31. The management of the central co-operative land mortgage, bank 
is vested in the Board of Directors consisting of the following 15 members 
including the chairman and the vice-chairman : 

(i) Registrar or his representative 

(ii) One representative from the finance department, Government 
of Assam 

(iii) One representative appointed by the Registrar from amongst 
the debenture holders 

(iv) Managing Director of the bank 

(v) Two representatives from among the individual members 

(vi) One representative from the Assam Co-operative Apex Bank 

(vii) Seven representatives from primary land mortgage banks 

(viii) One representative from other co-operative societies. 

32. The above constitution of the Board of Directors affords very 
good opportunity to have close co-ordination between the state 
government and the bank, although it would have been more useful if 
representation was also given to the agriculture department., In spite 
of the built-in mechanism for co-ordination, there seems to be definite 
lack of understanding between the bank and the state government and 
the communication gap is day-by-day widening. The Registrar of Co¬ 
operative Societies and the Secretary, Finance Department, hardly found 
it convenient to attend the meetings. Each of them attended one meeting 
during 1971-2 and 1972-3 (till 31 December 1972) out of 4 and 
2 meetings held during the above years respectively. This might have 
been due to fixing the meetings on such dates which were not convenient 
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to these officials who were otherwise very busy due to their wide 
responsibilities. The Study Team suggests that the bank should in future 
fix meetings after consulting these officers regarding suitability of dates. 
The state government, having specific interest in the bank as a major 
shareholder may ask its nominees to attach more importance to the 
meetings and ensure regular attendance. This would help the state 
government to understand the bank’s problems in proper perspective 
and to ensure speedy remedial measures on their part. 

33. Since there are only 3 individual members of the bank, it may 
consider reducing their representation on the Board to one and the 
other seat may be given to the representative of the agriculture depart¬ 
ment. Representation of the agriculture department on the Board, 
besides ensuring better co-ordination, would help the bank in drawing 
up plans for developmental investments in agriculture properly. 

34. The executive head of the bank is the Managing Director who is 
of the rank of Deputy Registrar of Co-operative Societies. Besides him, 
other staff comprises: (i) Secretary'— 1 (ii) Administrative Officer—1 
(iii) Inspecting Officer—1 (iv) Legal Assistant—2 (v) Superintendent 
—2 (vi) Accountant—1 (vii) Clerk—8 (viii) Typist-cum-Clerk—4. 
There is, however, no staff for directing, controlling and co-ordinating 
the work of primaries and for ensuring supervision. It is also necessary 
that the bank should constitute a Technical Cell with a senior agricul¬ 
tural economist, a civil engineer experienced in water-use and 
management and a geologist with immediate effect. 

35. The cell referred to earlier will not only evaluate the various 
schemes prepared/submitted by the state government/public but also 
work as a promotional agency for locating the areas of development 
and formulating suitable schemes that can be taken by the bank. 

36. In view of the mounting overdues, the bank 'may have a separate 
section headed by an inspecting officer for keeping continuous watch 
over the recovery performance. 

37. The existing staff may be trained at suitable training institutions 
in the country in a phased manner and the facilities for training the 
managerial staff made available by the Reserve Bank at the College of 
Agricultural Banking, Poona, may also be fully utilized. 

38. It has also been observed that, the Managing Director being the 
state government official, there is frequent changes in the incumbency 
as may be seen from the particulars furnished below : 
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Sr, 

No. 

Name of Incumbent 

Period of 
Service 

Total Period 
of Service 

Remarks 

i 

2 

3 

4 

5 

1. Shri 

K. C. Bordoloi 

July 1956 to 25 
February 1957 

8 months 

— 

2- 

K. P. Bezbarua 

26 February 1957 
to 13 May 1959 

2 years 

2J months 

— 

3- „ 

A. C. Das 

13 May 1959 to 
26 July 1959 

2 months 

10 days 

Temporarily 

in-charge. 

4. „ 

M. A. Toyab 

26 July 1959 to 

21 October 1961 

2 years 

5 months 

Part-time 

appointment. 

5- „ 

U. N. Sarma 

31 October 1961 
to 1 March 1962 

4 months 

-do- 

6. 

M. A. Toyab 

1 March 1962 to 

25 January 1963 

11 months 

-do- 

7. „ 

K. K. Goswami 

26 January 1963 
to 27 January 

1964 

28 January 1964 
to 7 June 1968 

1 year 

4 years 

4 months 

-do- 

8- „ 

A. M. Barua 

8 June 1968 to 

9 November 1971 

3 years 

5 months 

— 

9. „ 

K. K. Goswami 

10 November 1971 

1 year 

— 


Frequent changes of the Managing Director would create inconsistency 
in the policy followed by the bank. Land mortgage banking has now 
become scientific and sophisticated with the introduction of the 
production-oriented system of lending and refinancing facility available 
from the Agricultural Refinance Corporation and the World Bank. 
In "View of the role these banks are required to play in the nation’s 
economy by helping the national efforts to improve and modernize 
agriculture and raise production, it is considered advisable to fill in 
this post from the open market by drawing upon the best talent avail¬ 
able in the country and making the services result-oriented. 

Viability 

39. Even after about 15 years of working, the bank has not been 
able to build up its strength and business. With a total business of 
loans outstanding at Rs 62.32 lakhs as on 30 June 1973, it has yet 
to acquire economic viability. During the year 1971-2 total expenditure 
worked out to Rs 4.86 lakhs while total income worked out to 
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Rs 4.16 lakhs. Thus, the bank incurred a loss of Rs 0.70 lakh during 
the year 1971-2. Cost of establishment worked out to Rs 1.71 lakhs 
during the year and formed about 22.4% of the gross income. If we 
exclude the subsidy of Rs 1.00 lakh received during the year, the 
loss would increase to Rs 1.70 lakhs. As a matter of fact, the bank is 
working at loss for the past several years as may be seen from the 
position of last 5 years given below : 


Rs Lakhs 


Year 

Amount of loss incurred 

1967-8 

0.19 

1968-9 

0.32 

1969-70 

0.18 

1970-71 

0.83 

1971-2 

0.70 


40. During the year 1971-2, the total management expenditure was 
Rs 2.35 lakhs and to sustain that level of expenditure at the margin 
of 3% (the lending and the average borrowing rates being 8.5 and 
5.5 per cent respectively) business of at least Rs 78.44 lakhs is 
necessary. If we add the expenditure on additional staff to be appointed 
at all levels, the minimum volume of business of Rs 1.00 crore is 
required for the bank to become viable. 

Primary Land Mortgage Banks 

41. There are in all 16 primary banks in the state. Financially and 
organizationally all of them are very weak and most of them are having 
accumulated losses. Consolidated statement showing the financial 
position of these banks as on 30 June 1972 is given as Statement 1. 
Classification according to loans advanced during the year and out¬ 
standing as at the end of the year 1972 is given below : 

(A) Classification according to advances made during the year 1971-2 

Range of amount advanced No. of banks 

during the year 

(i) Up to Rs 0.50 lakh 

(ii) Rs 0.50 lakh to Rs 1.00 lakh 

(iii) Rs 1.00 lakh to Rs 2.00 lakhs 


7 

6 

3 




PRIMARY LAND MORTGAGE BANKS 


179 


(,B) Classification according to total loans outstanding as on 
30 June 1972 


Range of amount outstanding as on No. of banks 

30 June 1972 

(i) Rs 0.50 lakh to Rs 1.00 lakh 1 

(ii) Rs 1.01 lakhs to Rs 2.00 lakhs Nil 

(iii) Rs 2.01 lakhs to Rs 3.00 lakhs 8 

(iv) Rs 3.01 lakhs to Rs 4.00 lakhs 2 

(v) Rs 4.01 lakhs to Rs 5.00 lakhs 2 

(vi) Rs 5.01 lakhs to Rs 6.00 lakhs 2 

(vii) Rs 6.01 lakhs to Rs 7.00 lakhs 1 


42. The above classification indicates that 13 banks fall within the 
category of those whose advances were up to Rs 1.00 lakh during 1971-2. 
More than half the number of those banks had made advances of less than 
Rs 0.50 lakh. According to the loans outstanding as at the end of 1972, 
only three banks were having outstandings more than Rs 5.00 lakhs. 
Out of 16 banks, 12 were having accumulated losses as on 30 June 1972. 
The remaining four banks were having very nominal profits. Overdues 
at these banks were also very heavy. Bank-wise details are given in 
Statement 2. 

43. The main reasons for the slow progress of banks and heavy over- 
dues, among others, were lack of staff to attend to recovery/extension 
and promotional work and lack of resources to expand business. Delay 
by the central land mortgage bank either in sanctioning loans or 
remitting funds to primaries is also another reason for the slow progress. 
Because of mounting overdues and lack of resources, initiative to play 
a dynamic and aggressive role to expand business on the part of 
members of the Board of Directors and the secretaries of the primaries 
appears to have waned. It was observed during the course of our visit 
to primary banks at Jorhat, Dibrugarh, Nalbari and Silchar that these 
banks had failed to create any impact whatsoever on the development 
of agriculture by providing investment credit. The state government’s 
attitude in regard to solving the various problems faced by the banks 
was no less responsible in creating the present near-stagnant situation 
in land mortgage banking in the state. 

Viability 

44. None of the primary banks is viable at present. The existing level 
of their business and the projected expansion for the next three years 
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are given in Statement 3. For making the study of viability the 
following assumptions are made : 

(i) The present margin of profit of 1 / 2 % is not considered 
sufficient. 

(ii) The expected increase in the loaning business for the next 
three years would be over and above the increase in business 
to the extent of recoveries effected during the period. 

(iii) Unless far reaching changes in the organization of these banks 
are made and active help of the state government is available, 
the rate of increase in business would be at a very moderate 
rate. 

(iv) Each unit should have a minimum staff comprising a manager, 
two supervisors of which one will be technical supervisor, a 
clerk-cum-accountant, a typist and a peon. 

(v) The expenditure on manager and the additional staff including 
technical supervisor would be borne by the state government 
and the subsidy for that would be available on tapering basis 
as per existing rules. 

(vi) In the case of each unit, cost of management has been assumed 
as per details given below : 


(a) Salary and allowances of the staff 



Rs 

Rs 


per month 

per year 

1. Manager/Secretary 

600 


2. Technical Supervisor 

450 


3. Supervisor 

350 


4. Accountant-cum-clerk 

350 


5. Typist 

250 


6. Peon 

180 



2,180 

26,160 

(b) Travelling allowances 


3,000 

(c) Other expenses 


2,000 

(d) Total expenditure 


31,160 


(vii) The banks would not distribute the profit till the subsidy is 
given and entire profit during the period would be taken to 
strengthen the reserves, 

45. On the basis of the above assumptions and to meet the manage¬ 
ment expenditure of Rs 0.31 lakh at the margin of profit at 2%, the 
level of business required to reach is Rs 22.00 lakhs at the end of 
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1975-6. Accordingly, the classification of banks into viable, potentially 
viable and non-viable on the basis of projected volume of business at 
the end of 1975-6 is given in Table 5. 


TABLE 5 

Classification op Banks According to Viability 

Rj Lakhs 


Name of the Bank Volume of business that is likely to be attained 

at the end of 1975-6 


(A) Viable 

1. Silchar .. . 25.00 

2. Nalbari . 22.00 

(B) Potentially viable 

3. Nowgong .. .. .. .. 20.00 

4. Mangaldoi .. .. .. .. 20.00 

5. Gauhati .. .. .. .. 18.00 

(C) Non-viable 

6. Goalpara .. .. .. .. 14.00 

7. North Lakhimpur .. .. .. 13.00 

8. Barpeta .. .. .. .. 12.00 

9. Golaghat .. .. .. .. 12.00 

10. Tezpur .. .. .. .. 12.00 

11. Sibsagar .. .. .. .. 11.00 

12. Jorhat . 10.00 

13. Karimganj .. .. .. .. 9-00 

14. Hailakandi .. .. .. 8.00 

15. Dhubri . 8.00 

16. Dibrugarh. 8.00 


46. To reach the outstanding at the above level at the end of 1975-6, 
the business shall have to be increased at the rate of Rs 48.50 lakhs 
in 1973-4, Rs 52.00 lakhs in 1974-5 and Rs 60.00 lakhs in 1975-6. It 
is necessary, therefore, to examine the potentiality and programme of 
development of agriculture in the state. 

Prospective Role of Land Development Banks 

47. Assam’s agricultural production increased by about 40% as against 
an all-India increase of 66% over the period 1950-51 to 1968-9. Out of 
the total geographical area of 78.40 lakh hectares, area under cultivation 
accounted for 23.28 lakh hectares constituting about 31.7% of the 
total area. The gross cropped area comes to 28.75 lakh hectares. Of 
this, gross area under irrigation by 1973-4 would be 3.56 lakh hectares 
constituting about 15% of the total area under cultivation. Although 
there is scope to bring more area under cultivation, increased production 
will have to come principally from improved agronomic practices. The 
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details regarding proposed outlay made by the state government in the 
draft Fifth Plan on the agricultural development programmes are 
given in Table 6. 

TABLE 6 


Outlays On Agriculture in Fifth Plan 

Rs Lakhs 




As proposed by 
State Government 

As approved by 
Working Group 

Minor Irrigation 


3200 

2650 

Soil Conservation 


500 

380 

Animal Husbandry .. 


830 

859 

Dairying and Milk Supply .. 

. . 

320 

200 

Forests 

, , 

770 

720 

Fisheries 


220 

200 


48. In addition to the provision in the draft plan, a sum of 
Rs 50.00 crores by way of institutional finance is expected by the 
state government. As regards availability of institutional finance for 
minor irrigation, the Working Group constituted by the Planning 
Commission to consider the state’s Fifth Plan proposals felt that the 
total volume of term credit might not exceed Rs 15.00 crores against 
Rs 22 crores envisaged. The minor irrigation programmes proposed 
to be undertaken by the state during the Fifth Plan mainly relate to 
lift irrigation schemes, both electric and diesel, deep and shallow tube- 
wells, mobile pumpsets, and flow irrigation. 

49. In respect of the schemes for soil conservation, the Working Group 
approved an outlay of Rs 2.00 crores. This would include Rs 10.00 
lakhs for contour bunding, Rs 32.00 lakhs for protected afforestation 
and Rs 28.00 lakhs for land development in soil conservation areas. 

50. Under animal husbandry and dairying, development schemes in¬ 
cluded schemes for cattle development, feed and fodder development, 
sheep and goat development, poultry development, piggery develop¬ 
ment etc. 

51. Of the proposed 23 schemes, the most important one refers to 
the development of beal fisheries. Under forestry, besides an outlay of 
Rs 7.20 crores, an amount of Rs 5.00 crores is expected to be available 
from institutional financing outside the state plan ceiling. 

52. As regards horticulture, development schemes included schemes 
for integrated horticultural development, rejuvenation of existing and 
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establishment of new citrus orchards and development of pineapple, 
banana and other fruits involving an outlay of Rs 89.00 lakhs. 

53. As against the above potential for agricultural development under 
the Fifth Plan, the institutional finance by various agencies has been 
estimated at Rs 26.00 crores. Agency-wise break-up of the estimated 
institutional finance and the required debenture support is indicated 
in Table 7. 


TABLE 7 


Proposed Institutional Support 


Rs Crores 



Agency 

Estimated Loaning 
during the V Plan 

Required debenture 
support 


1 

2 

3 

1. 

2. 

Land Development Banks (ordinary loaning) 
Agricultural Refinance Corporation (special 
loaning) 

Central Co-operative Banks (medium-term 
advances) 

l 14.00 

1.40 

3. 

J 

2.00 


4. 

Commercial Banks (term-lending) .. 

10.00 

— 



26.00 

1.40 


54. As against these, the lending programme of the central land 
mortgage bank for the year 1973-4 has been proposed at Rs 31.00 
lakhs for which Rs 30.00 lakhs would be raised by floating ordinary 
debentures and Rs 1.00 lakh by way of rural debentures. So far, no 
debentures have been floated during the year. The lending programme 
itself is too small in relation to the volume of business required to be 
attained at the end of the year 1973-4. 

Special Development Schemes 


55. The bank has not been able to implement any special development 
schemes under the assistance of the Agricultural Refinance Corporation. 
In 1970, a special scheme of arecanut cultivation in Nowgong District 
involving an outlay of Rs 5.00 lakhs was drawn up jointly by the bank 
and the Agricultural Refinance Corporation. No progress towards 
implementation of the scheme has been made so far except that the 
state government had already released Rs 1.25 lakhs as its share of 
contribution to the special development debentures to be floated by 
the bank. Although the bank has applied to the Agricultural Refinance 
Corporation to release their share of contribution, it could not give 
clearance as the matter was still pending with the state government 
as to whether the scheme should be implemented or not. 
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56. Besides, a scheme for sinking 1,500 shallow tubewells in Nowgong 
District, another scheme for sinking 200 shallow tubewells in Nalbari 
East Block and a scheme of sinking 5,000 bamboo shallow tubewells in 
eight districts are already under formulation stage with the state 
government. It is not known how many of the above schemes will be 
implemented through the central land mortgage bank. However, as 
regards the scheme of sinking 5,000 bamboo shallow tubewells in eight 
districts, the state government has already made clear its intention of 
implementing the scheme through commercial banks. 

57. It has been felt that without the active help of the state government 
in formulating various moderate schemes that can be implemented 
through the central land mortgage bank, neither the central nor the 
primary banks would be able to make real progress and attain viability. 
As suggested earlier in this report, the state government may help the 
bank to undertake business potentiality surveys in the state. This would 
help all the concerned agencies to draw a phased programme of develop¬ 
ment of agriculture in the state. 

58. One of the conditions stipulated by the Agricultural Refinance 
Corporation is that the minimum outlay on a scheme to be taken up 
by the central land mortgage bank should be Rs 5.00 lakhs while the 
same in the case of commercial banks is Rs 1.00 lakh. The Study Team 
feels that such restrictions should be removed so that the central land 
mortgage bank can make a beginning in the state. 

59. Except 5 out of the 16 primary banks, none other holds out the 
possibility of becoming viable/potentially viable by the end of 1975-6. 
Further, the existing federal structure in the state has failed to demons¬ 
trate the supposed advantages of such a system, i.e., in making useful 
contribution in examining the loan applications, supervising the end-use 
of the loans, effecting quick recoveries, mobilizing savings in the rural 
areas etc. On the contrary, such a system has made credit more expen¬ 
sive than it would have been under a unitary system. Thus, keeping in 
view the business potential as well as the administrative and operational 
efficiency of the primaries, it is suggested that the entire structure of 
long-term credit in the state be remodelled so as to switch over from 
the existing federal structure to a unitary one. The existing primary 
banks may be merged with the central land mortgage bank which may 
dispense long-term credit direct to the borrowers through its branches 
to be opened at suitable places. The working of the unitary structure 
so envisaged may, however, be reviewed at the end of the Fifth Five 
Year Plan. 
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60. The branches of the central land mortgage bank may have the 
minimum staff as in Table 8. 

The state government may have to subsidise the cost of additional 
staff to be posted in each branch for at least a period of 3 years. When¬ 
ever such a branch has to cover the entire district as its area of operation, 
an officer of the rank of the Assistant Registrar of Co-operative Societies 
should be appointed as the branch manager so as to have better co¬ 
ordination between different departments at the district level. 

Summary of Recommendations 

1. The provisions of the Assam Co-operative Land Mortgage Bank 
Act 1960, regarding appointment of distrainer for sale of produce of the 
mortgaged land may, by suitable amendments, be brought in tune with 
the Rules framed thereunder. In addition, incorporation of the provisions 
in the Act, on the lines of sections 118 and 138 of the Co-operative 
Societies Act in Maharashtra may also be considered with a view to 
minimizing the time involved in tracing the title and providing long¬ 
term credit for development of land and for the sale of hypotheca as 
arrears of land revenue, in case of default, (paras 4 & 5) 

2. The state government may either stand guarantee for the loans 
issued to agriculturists in the tribal belts or amend the Assam Land and 
Revenue Rules Amendment Act 1947, suitably providing for unrcstric- 
tive bidding in the sale of land under distraint and sale for recovery of 
co-operative dues. If, however, such measures are not possible, the 
state government may contribute to a risk fund to be specially created 
in respect of loans to tribals. (para 7) 

3. The Assam (Temporary Settled Areas) Tenancy Act, 1971 may 
be amended suitably so as to avoid a situation where the land mortgage 
bank will be deprived of its claim over the land offered as security by an 
owner cultivator indebted to the bank due to subsequent transfer of such 
land to an occupancy tenant free from any encumbrances, (para 8) 

4. The work of land settlement should be expedited and preparation 
of record of rights should be completed at least within the period of 
Fifth Five Year Plan, (para 9) 

5. The state government may consider contributing an additional 
amount of Rs 10.00 lakhs to the share capital of the Assam Co-operative 
Central Land Mortgage Bank Ltd. For this purpose, if considered 
necessary, the state government may borrow from the Long-term 
Operations Fund of the Reserve Bank, (para 13) 



TABLE 8 

Minimum Statp for Branch of 


186 


REPORT ON LAND MORTGAGE BANKS IN ASSAM 















RECOMMENDATIONS 


187 


6. The state government may provide the required guarantee for the 
Assam Co-operative Central Land Mortgage Bank’s requirements of 
interim finance on a continuing basis for a period of 2 years at a stretch 
as done by some state governments, so that the bank can obtain interim 
accommodation either from the State Bank of India or the state co¬ 
operative bank, (para 15) 

7. A technical team consisting of one representative each from the 
agriculture, irrigation and the co-operation departments along with 
the representatives from the central land mortgage bank may be consti¬ 
tuted by the state government, for undertaking a detailed sub-division- 
wise study of the scope for developing long-term credit business for 
institutional financing, (para 22) 

8. It would be helpful if the stipulation of the Reserve Bank that at 
least 90 per cent of the loans issued by a bank should be for productive 
purposes, of which not less than 70 per cent should be for identifiable 
productive purposes, is relaxed for a period of five years, i.e., up to 
1979. The stipulation should be that 80 per cent of the loans issued by 
the Assam Co-operative Central Land Mortgage Bank Ltd., should be 
for productive purposes of which not less than 60 per cent should be 
for identifiable productive purposes. As regards 20 per cent for non¬ 
productive purposes, the following safeguards may be necessary : 

(i) Loans for redemption of old debts should be considered only 
if it is necessary to get a part of the land released from the 
moneylender in order to carry out improvement on the 
entire land. 

(ii) Where the advance is needed solely for the purpose of redemp¬ 
tion of old debt, it should be allowed only if the borrower has 
a definite production plan and accepts improved methods of 
agriculture and also if supply of short-term credit is assured, 
(para 23) 

9. Recently the Reserve Bank in terms of its circular letter No. ACD. 
LDB. 696/B. 1-72-3 dated 9 November 1972 has permitted certain 
purposes of advances by banks to be treated as for identifiable pro¬ 
ductive purposes subject to certain safeguards. The safeguards, among 
others, insist on the department’s working out and executing of 
such schemes. If such schemes are prepared by the technical cell to 
be constituted by the central co-operative land mortgage bank, insistence 
on the department’s preparation and execution of schemes may be 
dispensed with. For this purpose, however, there should be adequate 
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technical supervision over the progress of the work and the schemes 
should be economically feasible. The central co-operative land mortgage 
bank should also be able to meet the sinking fund commitment during 
the gestation period of certain types of loans from its own funds in case 
recoveries are not expected from borrowers, (para 24) 

10. The valuation of land may be done at eight times the net post- 
developmental income from agriculture and 50 per cent of the valua¬ 
tion may be treated as the outer limit for a loan with reference to 
security, (para 26) 

11. The Assam Co-operative Central Land Mortgage Bank Ltd., 
should look into the reasons for delay in the disposal of loan applications 
and try to minimize the time involved in the process, (para 27) 

12. The Assam Co-operative Central Land Mortgage Bank Ltd., may 
create a separate section under the charge of an inspector to keep 
continuous watch over the recovery performance. He should organize 
well planned recovery drives every year and arrange for taking legal 
actions against defaulters, (para 29) 

13. As regards overdues due to floods and drought, after strengthening 
the staff position at all levels, the bank should undertake borrower-wise 
survey to find out the exact position of overdues due to natural calami¬ 
ties and also the extent of dues which might turn ultimately bad. 
Further, in future, the bank should avoid the flood-affected zone and 
concentrate its advances only in safe zones, (para 30) 

14. The Assam Co-operative Central Mortgage Bank Ltd., should in 
future, fix the dates of meetings of the Board of Directors after consult¬ 
ing the Registrar of Co-operative Societies and the Secretary, Finance 
Department, regarding the suitability of the dates of meetings to them. 
The state government having a specific interest in the bank as a major 
shareholder may ask its nominees to attach more importance to these 
meetings and ensure regular attendance, (para 32) 

15. The representation of the individual members on the Assam Co¬ 
operative Central Land Mortgage Bank’s Board may be reduced from 
2 to 1 and the seat may be allotted to one representative of the agri¬ 
culture department, (para 33) 

16. The Assam Co-operative Central Land Mortgage Bank Ltd., 
should have an officer for directing and controlling the work of the 
branches and for ensuring supervision. The bank should also constitute 
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a technical cell with a senior agricultural economist, a civil engineer 
experienced in water-use and management and a geologist with 
immediate effect, (para 34) 

17. The technical cell will not only evaluate the various schemes 
proposed/submitted by the state govemment/public but also work as 
a promotional agency for locating the areas of development and formula¬ 
ting suitable schemes that can be taken by the bank, (para 35) 

18. Frequent changes of incumbents in the post of Managing Director 
of the central land mortgage bank should be avoided. Further, it is 
considered advisable to fill this post by drawing upon the best calibre 
available by way of an open competition and by making his services 
result-oriented, (para 38) 

19. All the existing staff may be suitably trained at the various train¬ 
ing institutions in the country in a phased manner and the facilities for 
tr ainin g the managerial staff made available by the Reserve Bank at the 
College of Agricultural Banking, Poona, should be fully utilized, 
(para 37) 

20. A business of at least Rs 1.00 crore is required by the central 
co-operative land mortgage bank for attaining viability, (para 40) 

21. The restriction that any scheme to be implemented by the central 
land mortgage bank should involve a minimum outlay of Rs 5.00 lakhs 
as imposed by the Agricultural Refinance Corporation, should be 
removed so that the bank can make a beginning in this regard in the 
state, (para 58) 

22. The existing federal structure of the land mortgage bank has 
failed to demonstrate the supposed advantages of such a system. The 
federal structure should, therefore, be replaced by a unitary structure 
and the state co-operative land mortgage bank should provide loans to 
cultivators through its branches to be opened at suitable places. The 
position may be reviewed after the end of the Fifth Five Year Plan, 
(para 59) 

23. The state government may subsidize the cost of additional staff 
to be posted at each branch for at least a period of 3 years. Wherever 
a branch has to cover the entire district as its area of operation, an 
officer of the rank of Assistant Registrar of Co-operative Societies may 
be appointed as the branch manager, so as to have better co-ordination 
between different departments at the district level, (para 60) 
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STATEMENT 2 

Statement showing the position of overdue* at the level of primary 
LAND DEVELOPMENT BANKS AS ON 30-6-1972 


Amount in Rs 


Sr. Primary 

No. Bank 

Demand 
for the year 
ended 

30-6-72 

Recoveries 
during the 
year against 
demand in 
column 3 

Overdue* 
column 3- 
column 4 

% of column 

5 to 

column 3 

1 2 

3 

4 

5 

6 

I. Dibrugarh 

17,065 

3,039 

14,026 

82 

2. Sibsagar 

16,330 

13,056 

3,274 

20 

3. Jorhat .. 

15,290 

4,705 

10,585 

69 

4. Golaghat 

35,572 

2,721 

32,851 

92 

5. Nowgong 

57,456 

14,787 

42,669 

74 

6. Gauhati 

.. 1,01,999 

20,260 

81,739 

80 

7. Nalbari.. 

36,732 

19,289 

17,442 

48 

8. Barpeta 

29,542 

9,679 

19,863 

67 

9. Dhubri-Kokrajhar 

27,718 

2,076 

25,642 

93 

10. Goalpara 

33,771 

23,872 

9,899 

29 

11. Mangaldoi 

32,728 

13,804 

18,924 

58 

12. Tezpur 

17,366 

7,929 

9,437 

54 

13. N. Lakhimpur 

31,971 

23,478 

8,494 

27 

14. Hailakandi 

9,295 

7,272 

2,023 

22 

15. Karimganj 

12,599 

8,350 

4,249 

34 

16. Silchar .. 

36,103 

17,058 

19,045 

53 
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Appendix 5 


REPORT OF THE STUDY TEAM ON THE WORKING 
OF THE STATE CO-OPERATIVE LAND 
DEVELOPMENT BANK IN BIHAR 


Introduction 

The Study Team set up by the Committee on Co-operative Land 
Development Banks to examine the working of the Bihar Rajya Sahakari 
Bhumi Vikas Bank Smut, Patna consisted of the following members: 


1. Assistant Chief Officer 
Reserve Bank of India 
Agricultural Credit Department 
Regional Office, Patna 


Convener 


2. Registrar of 
Co-operative Societies 
Bihar 

Patna or his nominee 

3. Managing Director 

Bihar Rajya Sahakari Bhumi 
Vikas Bank Simit 

4. Deputy Director 

Agricultural Refinance Corporation 

Regional Office 

Patna 


Member 


Member 


Member 


Methodology for the Study 

2. A meeting of the members of the Study Team was held on 18 May 
1973 at the Regional Office of the Agricultural Credit Department, 
Reserve Bank of India, Patna, wherein the broad aspects of the study, 
methodology, etc., were discussed and unanimously agreed to by all 
members. In response to the Committee’s letter dated 21 May 1973, 
the Registrar of Co-operative Societies, Bihar, Patna, under cover of his 
letter No. 9384 dated 8 August 1973 furnished the views of the co¬ 
operative department on the issues referred to him. The state land 
development bank also by its letter No. 6738 dated 11 June 1973 
furnished a note on the subject. 
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Field. Studies 

3. During the field study, the following branches of the bank were 
visited by the officers of the Agricultural Credit Department and 
Agricultural Refinance Corporation. 


Name of branch District 


Remarks 


The branch was selected to 
study the restrictive features of 
the Santhal Parganas Tenancy 
Act, 1949. The area of the 
branch is economically and 
agriculturally backward and 
is subjected to frequent drought 
conditions. 

Minor irrigation scheme sanc¬ 
tioned by ARC is being imple¬ 
mented by this branch. 

Schemes of SFDA are being 
implemented in the area of this 
branch. 

These branches are in non-ARC 
scheme areas. The areas are 
susceptible to frequent natural 
calamities. 

Some officials and non-officials were contacted in the course of visits 
to the branches. 
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Tenancy and Other Laws 

5. Tenancy rights in Bihar are governed by (i) the Bihar Tenancy 
Act; (ii) the Chotanagpur Tenancy Act, 1908, last amended by the 
Chotanagpur Tenancy (Amendment) Ordinance 1972 published in 
the Bihar Gazette dated 25 April 1972; (iii) the Santhal Parganas 
Tenancy (Supplementary Provisions) Act, 1949 (iv) the Bihar Land 
Reforms Act, 1950 (v) the Bihar Bhoodan Yagna Act, 1954; (vi) the 
Bihar Consolidation of Holdings and Prevention of Fragmentation 
Act, 1956 and (vii) the Bihar Land Reforms (Fixation of Ceiling Area 
and Acquisition of Surplus Land) Act, 1961. 

(i) The Bihar Land Reforms Act, 1950 

6. The Act provided for abolition of Zamindari in the permanently 
and temporarily settled areas of the state. After abolition, the inter¬ 
mediaries — proprietors, tenure-holders, under-tenure-holders and 
trustees—have become entitled to retain their lands as occupancy raiyats. 
Their lands are transferable and heritable (subject to certain restrictions 
in the tenancy acts) in the same manner as any other immovable 
property. 

(ii) The Bihar Land Reforms (Fixation of Ceiling Area and Acquisition 
of Surplus Land) Act, 1961 

7. The Bihar Land Reforms (Amendment) Bill, 1972 passed by the 
Bihar Assembly on 28 June 1972 fixed the ceiling on land at 15 acres of 
land with flow irrigation, 18 acres of land irrigated by private lift or tube- 
well, 30 acres of unirrigated lands, 35% acres of diara (riverine) land 
and 45 acres of hilly, sandy or other kinds of land per family unit of five. 
Every additional member of a family will be entitled to one-tenth of the 
ceiling area subject to the overall limit of 50% above the ceiling for a 
family of five. The Bill had retrospective effect from 9 September 1970. 
In view of the outer ceiling of 27 acres decided upon at the Chief 
Ministers’ Conference held in New Delhi in July 1972, it was later 
decided to reduce the upper ceiling limit of unirrigated land from 
30 acres to 27 acres and further to do away with the reservation of 
up to one acre of homestead land to each holder which was exclusive 
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of the ceilings prescribed for different categories of land as per the Act, 
In other words, the ceilings laid down would include the homestead 
land also. The Bill as amended by the legislatures was assented to by the 
President of India in June 1973. 


(iii) The Bihar Tenancy Act, 1885 

8. The Bihar Tenancy Act, 1885 is applicable to as many as 22 
districts (out of 29 districts as on 30-6-73) of the state, viz., (1) Patna, 
(2) Nalanda, (3) Nawadah, (4) Gaya, (5) Aurangabad, (6) Rohtas, 
(7) Bhojpur, (8) Chapra, (9) Siwan, (10) East Champaran, (11) West 
Champaran, (12) Muzaffarpur, (13) Vaishali, (14) Sitamarhi, (15) 
Darbhanga, (16) Samastipur, (17) Madhubani, (18) Saharsa, (19) 
Pumea, (20) Begusarai, (21) Monghyr and (22) Bhagalpur where 
71 out of 87 branches of the Bihar State Land Development Bank 
as on 30-6-73 were functioning. 

9. The occupancy raiyats belonging to scheduled castes/tribes and 
backward classes coming under the purview of the Act, had restricted 
rights of alienation of their lands. They could enter into Bhugat Bandha 
(complete usufructuary mortgage) agreements with another aboriginal 
and that too for a period not exceeding seven years. They could not 
enter into any other type of mortgage. The provisions under sections 
49 C and 49 M of the Bihar Tenancy Act were struck down by the 
Patna High Court ( vide Bhageran Thakur Vs. Kewal Singh and others— 
RLRR 1969) as discriminatory. 

10. After the amendment in the Act, institutional credit is now avail¬ 
able to all classes of raiyats (landholders) in the area. With a view 
to provide the right of simple mortgage to the members of scheduled 
tribes, a raiyat (landholder) may with the previous sanction of the 
Collector of the district and an occupancy raiyat who is a member of 
the scheduled caste or backward classes may without such previous 
sanction enter into a simple mortgage in respect of any tenancy, holding 
or portion thereof with a society or bank registered or deemed to be 
registered under the Bihar and Orissa Co-operative Societies Act, 1935 
or a company or corporation owned by or in which not less than 51% 
of the share capital is held by the state government or central govern¬ 
ment or partly by the state government and partly by the central 
government and which has been set up for providing agricultural credit 
to cultivators. Sale of the right of a tenure-holder or raiyat belonging 
to the above tribes will be legally valid in case of execution of a decree 
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for dues to a co-operative society, but such sales could be effected only 
in favour of persons belonging to same tribe/caste. 

(iv) The Chotanagpur Tenancy Act, 1908 

11. The Chotanagpur Tenancy Act, 1908 is in operation in 6 districts 
(out of 29 districts as on 30 June 1973) of the state, viz., (1) Palamau, 
(2) Hazaribagh, (3) Giridih, (4) Dhanbad, (5) Ranchi and 
(6) Singhbhum where 13 out of 87 branches of the bank were 
functioning as on 30 June 1973. 

12. The occupancy raiyats belonging to scheduled tribes coming under 
the purview of the Act had restricted rights of alienation of their 
lands. They could create mortgage on land only for a period not 
exceeding five years. However, they could enter into Bhugat Bandha 
(complete usufructuary mortgage) for a period exceeding five years 
but not exceeding seven years, or if the mortgagee is a society registered 
or deemed to be registered under the Bihar and Orissa Co-operative 
Societies Act, 1935 for any period exceeding five years but not exceeding 
15 years. After the restrictions on rights of transfer of land by scheduled 
tribes applicable to scheduled castes and backward classes under 
section 49 C and 49 M of the Bihar Tenancy Act were struck down 
by the Patna High Court ( vide Bhageran Thakur Vs. Kewal Singh and 
others—RLRR 1969) as discriminatory, the restrictions imposed on 
members of scheduled castes and backward classes in section 46 of the 
Act were also corollary-wise treated by the state government as ultra vires 
the Constitution and invalid ( vide Revenue Department’s circular dated 
20 March 1970). After the amendment of the Act the position is that 
an occupany raiyat who is a member of scheduled tribes/caste, with the 
previous sanction of the Deputy Commissioner (Collector) of the district 
and an occupancy raiyat who is a member of scheduled/backward class, 
without such previous sanction may transfer by simple mortgage his 
right and interest in land holding or any portion thereof to a society 
or a bank registered or deemed to be registered under the Bihar and 
Orissa Co-operative Societies Act, 1935 or to a company or a corporation 
owned by or in which not less than 51% of the share capital is held 
by the state government or central government or partly by the state 
government and partly by the central government with a view to 
providing agricultural credit to them. An occupancy raiyat who is not 
a member of the scheduled tribe, scheduled caste or backward class 
may without the previous sanction of the Deputy Commissioner of 
the district, transfer his right and interest in his holding or any portion 
thereof by sale, exchange, gift, will, mortgage or otherwise to any other 
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person. Moreover, to ensure that lands belonging to the members of 
scheduled tribes and scheduled castes do not pass on to other persons, 
restriction has been imposed that the sale of land for recovery of loan 
from a member of a scheduled tribe or scheduled caste shall be confined 
only to members of scheduled tribes and scheduled castes, as the case 
may be. Before the amendment such transfer was permissible to a 
person who was a resident within local limits of the district in which 
the holding was situated. 

(v) The Santhal Parganas Tenancy Act, 1949 

13. The Santhal Parganas Tenancy Act, 1949 is applicable to the 
tenants in the Santhal Parganas District of the state only where 3 out of 
87 branches of the bank were functioning as on 30 June 1973. An 
aboriginal raiyat in Santhal Parganas can transfer his right only to a 
bona fide cultivating aboriginal raiyat of the Pargana or taluk or tappa 
in which the holding is situated. Non-aboriginal raiyats in the district 
may be permitted by the government by notification to transfer their 
rights in their holdings up to the extent of one-fourth of their paddy 
and first class bari lands by Bhugat Bandha (usufructuary mortgage) to 
a co-operative society or a land mortgage bank or a graingola recognised 
by the government or a raiyat of the same district. Such a mortgage 
shall not be for a period exceeding six years and on the expiry of the 
period, no further transfers of any of the lands of the transferor shall 
be allowed for a period of six years. The landholdings of an occupancy 
raiyat whether belonging to scheduled caste/tribe/backward class or 
not are generally non-alienable. Lands of certain specified villages, 
Basaurhi lands (homestead lands) and lands within municipal limits 
only are transferable. Besides, the Mool Raiyats (principal tenants) are 
entitled to transfer their entire land holdings ( mool raiti). The mool 
raiyats are declared by the revenue department of the state government 
and each village has only one mool raiyat (principal tenant). Thus a 
major portion of the landholdings of the farmers in the district is not 
transferable by way of simple mortgage. In view of the restrictions in 
the Act, the land development bank is handicapped in advancing loans 
to the farmers in the district. Amendments to the Act on the lines of 
the amendments made by the state government to the Bihar Tenancy 
Act, 1885 and the Chotanagpur Tenancy Act, 1908 could not be 
enacted as the leaders of the tribal people are reported to be appre¬ 
hensive that the scheduled tribes may lose their landholdings. The 
state government may remove the reported apprehension of the tribal 
people by making suitable provisions while amending the Act in order 
to safeguard the interests of the scheduled tribes. 
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14. The position of raiyats (tenant landholders) other than occupancy 
raiyats in the Tenancy Acts provide as under : 

(a) Non-occupancy raiyats have rights that are heritable but not 
transferable; 

(b) An under-razyaf, i.e., a sub-tenant can be ejected at the expiry 
of the lease or at will under the ceiling legislation. However, 
an under -raiyat is entitled to a minimum holding of five acres. 
The right of occupancy accrues to an xm&zr-raiyat after twelve 
years of continuous possession of land; 

(c) Allottees of Bhoodan land under the Bihar Bhoodan Yagna 
Act, 1954 are not competent to sub-let or transfer the land 
by sale, exchange, gift or otherwise except with the previous 
permission of the Bhoodan Yagna Committee in writing; 

(d) In terms of the provisions in the Bihar Consolidation of 
Holdings and Prevention of Fragmentation Act 1956, the 
holder of a fragment of land can transfer it only to a co-sharer 
or to the contiguous landholder. 

(vi) Equitable Mortgages 

The creation of equitable mortgage by mere deposit of title deeds 
relating to lands is permissible in the state only in a few towns. Out 
of 153 towns as per 1961 Census, only the following 11 towns have 
been notified under section 58(f) of the Transfer of Property Act, 1882: 


1 . 

Patna 

Hpk 7 ‘ 

Gaya 

2. 

Muzaffarpur 

8. 

Darbhanga 

3. 

Bhagalpur 

9. 

Chapra 

4. 

Pumea 

10. 

Monghyr 

5. 

Motihari 

11. 

Saharsa 

6. 

Arrah 




Other Acts/Provisions 

(a) Priority for Charges in Favour of Government 

15. In Bihar in respect of loans granted by the state government to 
agriculturists under the Agriculturists’ Loans Act, 1884 and the Land 
Improvement Loans Act, 1883 which are recoverable as land revenue, 
priority is given according to the date of grant of loan or creation of 
encumbrance on property offered as security for loans as between these 
two credit agencies. 
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(b) Money Lending Legislation — 

Applicability to Banks and Rates of Interest Specified 

(i) The Bihar Moneylenders Act, 1938 

(ii) The Bihar Moneylenders (Regulation of Transactions) 

Act, 1939 

16. The maximum rates of interest to be charged from debtors 
by moneylenders have been fixed under section 5 of the Act at 
9% on secured loans and 12% on unsecured loans. However, the banks 
notified by the state government have been exempted from the purview 
of the above section of the Act. The co-operative banks including the 
land development bank in the state have been exempted by the state 
government. 

(c) The Indian Stamp Act, 1899 
The Indian Registration Act, 1908 

17. The Indian Stamp Act, 1899 enables state/central government to 
levy/remit the stamp duty payable on any instrument or class of 
instruments or any of the instruments belonging to such class or any 
instrument when executed by or in favour of any particular class of 
persons or by or in favour of any member of such class. Section 78 
of the Indian Registration Act, 1908 enables state governments in a 
similar manner, to prescribe a scale of fees in respect of search and issue 
of encumbrance certificate. According to the provisions of section 64(2) 
of the Bihar and Orissa Co-operative Societies Act, 1935 the collecting 
government may by notification remit, in the case of any registered 
society or class of registered societies—- 

(i) the stamp duty with which, under any law for the time being 
in force, instruments executed by or on behalf of a registered 
society or by an officer or member thereof and relating to the 
business of such society or any class of such instruments or 
decisions, awards or orders of the Registrar or of any arbi¬ 
trator or arbitrators under this Act, are respectively charge¬ 
able; and 

(ii) any fee payable under the law of registration for the time 
being in force. 

18. The state government have granted exemption from the stamp 
duty and registration fee payable on agricultural loans of co-operatives. 
Exemption has also been granted from charge for obtaining certificate 
regarding encumbrances, in connexion with co-operative loans. 
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Land Development Banking in the State 


General 

19. The structure of co-operative land development banking in Bihar 
State is unitary in character. The Bihar State Co-operative Land 
Mortgage Bank Ltd. (name since changed to the Bihar Rajya Sahakari 
Bhumi Vikas Bank Simit) was registered on 18 December 1957 with the 
whole of Bihar as its area of operation and it operated through a network 
of branches. The bank started dispensation of long-term credit from the 
year 1958-9. Prior to the establishment of the bank, there was no 
institutional arrangement for the provision of long-term credit. The 
old by-laws of the bank provided for affiliation of primary land mortgage 
banks but no such banks were organised in the state. The recommenda¬ 
tion of the Committee on long-term credit appointed by the state 
government in January 1967 favouring a two-tier structure was not 
implemented as the earlier idea of converting the existing branches of 
the bank into primary land development banks in a phased programme 
during the Fourth Five Year Plan period, has since been abandoned. 
The annual general meeting of the bank held on 22 December 1971 
resolved to amend the by-laws for deleting all references to primary 
land mortgage banks, wherever they occurred. The amendments to 
the by-laws adopted in the meeting have since been registered by the 
Registrar of Co-operative Societies. 

20. Table 1 would indicate the progress made by the bank over the 
last few years : 

TABLE 1 


Financial Particulars op the Bihar State Co-operative Land Development Bank 


Rs Lakhs 


Particulars 

1968-9 

1969-70 

1970-71 

1971-2 

1972-3 

(31-3-73) 

1. 

No. of branches 

43 

54 

58 

73 

87 

2. 

No. of members 

31480 

39608 

62380 

79025 

100985 

3. 

Paid-up Share capital 







(il Individuals 

41.19 

58.87 

105.41 

154.81 

197.79 


(ii) Government .. 

35.00 

45.00 

65.00 

75.00 

75.00 

4. 

Reserve and other funds 







(i) Reserve fund .. 

0.32 

0.40 

0.62 

5.85 

5.85 


(ii) Other reserves.. 

. . - 

— 

— 

5.04 

5.04 

5. 

Fixed deposits .. 

. . - 

— 

— 

1.43 

2.08 
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TABLE I {Contd.) 

Financial Particulars of the Bihar State Co-operative Land Development Bank 


Rs Lakhs 



Particulars 

1968-9 

1969-70 

1970-71 

1971-2 

1972-3 

(31-3-73) 

6. 

Debentures 

(i) Ordinary 

(ii) Rural .. 

366.19 

674.19 

1088.19 

1819.19 

2540.67 


— 

— 

— 

0.22 

0.22 


(iii) Special .. 

10.00 

60.00 

176.40 

287.19 

401.94 

7. 

Interim accommodation 
{a) State Co-op. Bank 

25.59 

0.68 

49.54 

99.48 

74.36 


(A) State Bank of India .. 

75.59 

21.51 

143.54 

82.62 

159.97 

8. 

Profit for the year 
(a) Amount 

4.34 

5.82 

2.87 

7.52 



(A) Dividend declared 

— 

— 

— 

— 

— 

9. 

Cash and bank balances 

37.81 

44.88 

82.98 

118.81 

267.26 

10. 

Investments 
(a) General 

0.58 

0.58 

0.51 

1.51 

1.51 


( b ) Sinking fund .. 

31.72 

57.13 

147.19 

271.88 

291.88 

11. 

Loans advanced 

(a) Under normal pro¬ 
gramme 

196.76 

266.91 

591.79 

862.87 

739.62 


(A) Under special scheme 

30.19 

50.47 

114.60 

84.64 

122.05 


Total. 

226.95 

317.38 

706.39 

947.51 

861.67 

12. 

Loans outstanding 
(Individuals) 

526.53 

808.01 

1455.83 

2305.24 

3063.40 

13. 

Overdoes (Principal) 

(a) Amount 

9.80 

27.53 

33.89 

60.78 

N.A. 


(A) Percentage of overdues 
to demand 

25 

52 

38 

37.8 

N.A. 

14. 

Overdues (Interest) 

(a) Amount 

10.31 

23.27 

25.54 

38.93 

N.A. 


(A) Percentage of overdues 
to demand 

38 

37 

26 

24.6 

N.A. 

15. 

Total overdues 
(a) Amount 

20.11 

50.80 

59.43 

99.71 



(A) Percentage of overdues 
to demand 

30.3 

43.6 

31.6 

31.3 

— 

16. 

Managerial subsidy received 
from Government 

5.70 

3.65 

— 

4.95 

— 

17. 

Rate of interest charged to 
individual borrowers 
(per cent) 

8* 

00 

8* 

9 

9 
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Management 

21. After registration of the bank on 18 December 1957, its manage¬ 
ment till 7 December 1969 was vested in the Board of Directors 
nominated by the state government from time to time. The present 
Board of Directors elected in the annual general meeting held on 
7 December 1969 consists of 22 members vide by-law No. 29 (old) which 
reads as follows : 

(i) Seventeen elected from amongst the delegates, one representing 
each of the seventeen districts (old) in the state. 

(ii) Managing Director appointed by the state government. 

(iii) Four officials nominated by the state government. 

The following were the four officials nominated by the state 
government on the bank’s Board : 

(1) The Development Commissioner, Bihar 

(2) The Agricultural Production Commissioner, Bihar 

(3) The Financial Commissioner, Bihar 

(4) The Registrar of Co-operative Societies, Bihar. 

22. In terms of the revised/amended by-law No. 29 the management 
of the bank shall vest in a Board consisting of 21 persons as under: 

(i) Managing Director 

(ii) Registrar of Co-operative Societies, Bihar 

(iii) Agricultural Production Commissioner, Bihar 

(iv) Financial Commissioner, Bihar 

(v) Chairman elected by the General Body from amongst the 
delegates 

(vi) Sixteen directors to be elected from amongst the delegates, 
representing A class members as elected in accordance with 
rules framed under by-law 21 (iii), provided that at least 
two directors shall be elected from each division. 

23. The directors include both the non-officials and officials. It is 
suggested that the by-laws should provide for nomination of a few 
experts on land development banking, agronomy, etc., on the Board 
by the government without affecting the democratic set-up of the bank. 

24. In terms of by-law No. 22 an ordinary general meeting of the 
bank shall be convened annually within six months of the close of the 
co-operative year. But no general body meeting has been held after 
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22 December 1971. In this connexion it may be mentioned that though 
the election of the delegates at the branch level was held in April 1973, 
the annual general body meeting is yet to be held. 

Committees at Head Office 

25. In terms of by-law No. 33 (ix) the board was empowered to 
appoint an executive committee or any ad hoc committee for carrying 
out any specific functions, relating to the business of the bank. The 
board at its meeting held on 18 December 1969 resolved to constitute 
the undemoted committees and the chairman was authorised to 
nominate the members thereof from among the directors of the bank. 

(1 ^ Executive committee (old by-laws No. 33(ix) and 36(i) )— 
five members 

(2) Planning and Development Committee (old by-law 
No. 33(ix))—seven members 

(3) Audit Committee (old by-law No. 33(ix))—seven members 

(4) Appointments and services committee (old by-law No. 33 (ix)) 
—eight members including Registrar of Co-operative Societies. 

26. The names of members of these committees as nominated by the 
chairman were ratified by the board on 24 January 1970. Besides these 
committees, a technical committee was also constituted on 28 March 
1970 as suggested by the Reserve Bank of India. The attention of this 
committee had largely been confined to the selection of pumpsets (diesel 
and electric) of different makes of which the purchase could be financed 
by the bank and fixation of maximum prices of the pumpsets and 
standard accessories. 

Chairman 

27. Under the old by-laws, the chairman had no executive powers 
and was only required to preside over the meetings of the general body, 
board and committees. The general body at its meeting held on 
22 December 1971 adopted amendments to the by-laws vesting wide 
executive powers with the chairman and the same have since been 
approved by the Registrar. In terms of the revised by-law No. 34(i) (a) 
the chairman shall be in overall charge of the bank and shall exercise 
general control and supervision over the affairs of the bank and the 
work of its officers. 

Managing Director 

28. In terms of revised by-law No. 34(i) (a) the managing director 
who shall be appointed by the state government on such terms and 



LAND DEVELOPMENT BANKING 


209 


conditions as they deem fit shall work as chief executive officer of 
the bank subject to the control of the board and the chairman. The 
present incumbent to the post who belongs to the general administration 
cadre of the state government is working in the bank since September 
1970. His pay and allowances (excluding T.A. etc.) are borne by the 
state government. The bank should have an expert in land development 
banking as its Managing Director. 


Deputy Managing Director 

29. In terms of revised by-law No. 36(a) the deputy managing director 
may be appointed by the board with the approval of the state govern¬ 
ment on such terms and conditions as may be approved by the govern¬ 
ment. He shall be responsible for the supervision of the work of the 
bank under the guidance of the managing director and shall exercise 
such powers as may be delegated to him by the board of directors. 
But the post has not so far been filled in. The bank, however, has a 
secretary for the above work. 

Branch Advisory Committees 

30. In the old by-laws there was no specific provision regarding the 
constitution, functioning and powers of the branch advisory committees. 
But by virtue of the powers vested in the board under old by-law 
No. 33 (ix), whereby the board shall have power to appoint an 
executive committee or any ad hoc committee or committees for carrying 
out any specified function relating to the business of the bank, four branch 
advisory committees one for each of the four branches were constituted 
by the board. A branch committee comprised all elected delegates from 
the area of operation of the branch subject to a maximum of five, two 
members nominated by the board, honorary secretary of the central 
co-operative bank in the area, sub-divisional officer (civil), district 
officer of the bank and the branch manager (convener). The sub- 
divisional officers of the minor irrigation department, electricity depart¬ 
ment and the agriculture department were permanent invitees to the 
meetings of the committees. In addition to the above members, the 
director of the bank elected from the district concerned acted as 
chairman of the branch committees of all the branches in the district. 
In the course of visits to the branches it was observed that the sub- 
divisional officer (civil), honorary secretary of the central co-operative 
bank and the three permanent invitees generally did not attend the 
meetings. However, in the revised by-laws (vide by-law No. 37) 
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provisions have been incorporated in regard to the constitution and 
powers of the branch committees. There shall be a branch committee 
in respect of each branch which shall function under the supervision, 
control and guidance of the board (by-law No. 37(2) ). The branch 
committee may consist of members not exceeding 15 in number as 
mentioned below (by-law No. 37(3)). 

(i) All elected delegates of the branch (up to five members) 

(ii) Two members other than the director of the bank residing 
within the area of operation of the branch to be nominated by 
the board provided that the number may be exceeded in order 
to have seven members including elected delegates 

(iii) Secretary, central co-operative bank of the area and if he 
is an elected member, any member of the board of directors 
of the bank 

(iv) District officer of the bank 

(v) Branch manager 

(vi) Five representatives of different departments of the state 
government as indicated below : 

1. Agriculture 

2. General Administration 

3. Minor Irrigation 

4. Electricity Board 

5. Co-operation (ex-officio members). 

31. Since the main functions of the branch committees are to sanction 
loans and ensure collection of dues it would appear that a small body 
could effectively function as branch committees. The branch committees 
are expected to play a dynamic role. They should not concern them¬ 
selves only with the sanction of loans. The branch committees 
should be required to prepare annual realistic lending programmes 
of the branches by conducting surveys regarding long-term credit 
requirements of the area. Further they should actively associate 
themselves in the timely recovery of dues from the borrowers and do 
publicity and propaganda for mobilization of rural savings by way of 
rural debentures/fixed deposits. The branch committees should also 
periodically review the performance of the branches in the matters of 
dispensation of credit, verification of utilisation of loans and realisation 
of dues from defaulters through award/certificate cases. These 
committees should also ensure that there is co-ordination among 
different agencies/institutions in the area which are providing invest¬ 
ment credit to the farmers as also with the agencies meeting the short¬ 
term credit requirements of the farmers. 
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Staff 

32. A number of posts in the head office, viz., managing director, 
chief accountant, legal assistant, one assistant registrar (land mortgage 
bank) and a head clerk as also those of a branch manager, a land 
valuation officer, a lower division assistant and a peon each in respect 
of 16 branches initially opened have been sanctioned by the state 
government. Pay and allowances (excluding travelling allowances) in 
respect of this staff are being met by the state government direct. 


Recruitment of Staff 

33. Recruitment against posts created by the bank was made from 
outside or government officials were taken on deputation. The number 
and categories of government staff to be taken on deputation may be 
clearly laid down. The staff regulations framed by the bank were yet 
to be approved by the Registrar of Co-operative Societies. 


Arrangements for Training of Staff 

34. As would be seen from Table 2 a majority of the field officers and 
staff of the bank, viz., district officers, branch managers, land valuation 
officers, supervisors, accounts clerks, were not trained in land develop¬ 
ment banking courses. 

TABLE 2 


Details op Stapp Trained 


Category of staff 

Total strength 
as on 30 

June 1973 

Number 

trained 

Number 

untrained 

District officers 

17 

9 

8 

Branch managers 

79 

79 

— 

Land valuation officers 

209 

50 

159 

Supervisors 

342 

90 

252 

Accounts clerks 

105 

— 

105 


35. There also does not appear to be any keen desire on the bank’s 
part for availing itself of the training facilities offered by the College 
of Agricultural Banking, Poona. The position of staff of the bank 
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trained at the above College till 31 March 1973 in the following 
courses run for the benefit of officials of land development banks was 
as under: 


Name of the Course Introduced 

from 

No. of courses 
conducted 
up to 
31-3-1973 

No. of officers 
staff of the 
Bank who 
attended 
the Course 

1. Course for Managerial Staff of State & 

Primary Land Development Banks .. 6.6.1970 

8 

4 

2. Course for Staff of Land Development 

Banks on Project Planning and 

Appraisal .. .. .. , . 5.1.1970 

7 

8 



12 


Scheme for Management Trainees 

36. In terms of the RBI’s D.O. letter dated 7 March 1973, the bank 
was advised to introduce a scheme of management trainees. The bank 
in its letter No. 6584 dated 5 June 1973 stated that the matter was 
under consideration of the board of directors of the bank. The scheme 
is yet to be implemented by the bank. 

Technical Staff 

37. The bank has set up a technical cell comprising an executive 
engineer from the agriculture department who is on deputation with 
the bank. One accounts clerk who is reported to be a diploma holder in 
civil engineering is attached to the cell. But there is no other comple¬ 
ment of technical staff to assist him. There is a proposal to appoint one 
agricultural expert, one hydrologist and one economist with necessary 
complement of staff. As things stand at present, in the absence of 
adequate qualified staff, the technical cell was practically ineffective. 
It is necessary that the bank strengthens its technical cell by appoint¬ 
ment of additional staff as indicated in the Agricultural Credit Depart¬ 
ment circular No. ACD. LDB. 84/B1-71/72 dated 31 July 1971. There 
is an immediate necessity of enlarging the technical cell at the head 
office. Either the bank should have its own technical officers at the 
branch/district level according to prescribed norms for appraisal work 
or this work may be specifically entrusted to the sectional officers of the 
minor irrigation department for which clear cut orders may have to 
be issued. 
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Organizational Set-up 

A. Head Office 

38. The organizational set-up of the head office could be broadly 
divided into eight sections as under: 

(i) General Section 

(ii) Establishment Section 

(iii) Loan Section 

(iv) Accounts Section 

(v) Statistical Section 

(vi) Planning Section 

(vii) Recovery Section 

(viii) Discharged Voucher Section 

In addition to the above eight sections, the bank has an officer for 
receiving complaints (complaints officer), a publicity officer, a project 
officer and an executive engineer (minor irrigation), who are not 
attached to any particular section. The project officer at Patna exercises 
overall supervision on ARC-refinanced schemes under implementation 
in Patna, Darbhanga and Shahabad Districts and the executive engineer 
is in the technical cell of the bank. 

Most of the officers-in-charge of the various sections referred to 
above are government officers on deputation with the bank. The 
administrative set-up at head office with a complement of about a dozen 
( government officers requires rationalization. 

B. Regional Offices 

39. The bank has set up two regional offices, one at Purnea and the 
other at Muzaffarpur with a view to enabling the management to take 
cognizance of the special features and problems of these regions while 
formulating policies and also with a view to having more direct and 
closer supervision over branches. These regional offices examined loan 
files sanctioned by the branch committees within their jurisdiction for 
amounts ranging between Rs 5,001 and Rs 12,000 and issued payment 
orders thereon and recommended loan applications exceeding Rs 12,000 
received from branches for sanction by the head office. Cheques for 
disbursement of loans exceeding Rs 15,000 in the branches under their 
jurisdiction were also required to be issued by the regional offices. The 
regional managers were also expected to exercise overall control and 
supervision over the working of the branches within their jurisdiction. 
The Muzaffarpur regional office had under its control all the branches 
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functioning in the old districts of Champaran, Saran, Muzaffarpur and 
Darbhanga and the Purnea regional office had under its jurisdiction 
the branches in Purnea and Saharsa Districts and the branches of 
Bhagalpur and Monghyr Districts north of the river Ganges. In actual 
working, the regional officers functioned as loan disbursing authorities. 
They should pay more attention to inspection and supervision over 
branches and explore more business for the bank. 

C. District Offices 

40. At present, there are 29 administrative branches in the state. The 
bank had posted 17 district officers at the rate of one officer each for the 
four districts of Begusaria, Patna, Nalanda and Monghyr, two officers 
per district in the case of Saharsa and Purnea and one for two or 
more districts in the case of Chapra-Siwan, East Champaran-West 
Champaran, Muzaffarpur-Vaishali-Sitamarhi, Laheriasarai-Samastipur- 
Madhubani, Bhojpur-Santhal Parganas, Gaya-Aurangabad-Nawadah, 
Hazaribagh-Giridih-Dhanbad and Ranchi-Singhbhum-Palamau. Six 
posts of district officers sanctioned for Rohtak, Sitamarhi, West 
Champaran, Madhubani, Daltonganj and Santhal Parganas (at 
Deoghar) sanctioned were not filled up. The staff of the district offices 
comprised one district officer of the rank of assistant registrar of co¬ 
operative societies, one lower division clerk and one peon. The district 
officers were required to scrutinise 10% of the loan applications recom¬ 
mended by the branch staff up to Rs 12,000 and all cases above 
Rs 12,000. The district officers were also required to countersign all 
cheques for disbursement of loans up to Rs 15,000 jointly with the , 
concerned branch managers. In addition to the above, the district 
officers were required to periodically inspect the branches and submit 
reports on such inspection to the head office, but in practice no inspec¬ 
tions were being conducted regularly and the work of the district 
officers appeared to be confined mostly to scrutiny of loan files and 
valuation of security in the case of loans exceeding Rs 12,000 and 
disbursement of loans. 

D. Branch Offices 

41. As on 30 June 1972, the bank had 73 branches. Fourteen more 
branches were opened during the year 1972-3. Excluding the Chotanag- 
pur Division and the Santhal Parganas District, the bank had opened 
branches in all the old sub-divisional headquarters of the state. It may 
be mentioned that no careful study or planning nor any objective 
criteria had been laid down by the bank in the matter of opening 
branches. Branch offices seemed to have been set up merely because 
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target had been fixed for opening of 100 branches during the Fourth 
Five Year Plan period at the rate of 20 per year and the aim appeared 
to be, as far as possible, to achieve this target. The other considerations, 
namely viability of the proposed unit, the business prospects in the 
area in the next few years, the likely effect on the parent branches 
from which the proposed branches were to be bifurcated etc., were 
neither studied in detail nor were the financial implications thereof 
carefully analysed. In the absence of such a study many branches opened 
by the bank had not gained the status of a viable/potentially viable unit 
even after a lapse of number of years since their opening. Further, 
instances were not wanting when non-viable units were further split 
into two units with a view to achieving the physical targets. 

42. The staffing pattern in the branches was also not very satisfactory. 
While some of the branches appeared to be overstaffed, some others 
did not have adequate staff with the result that the maintenance of the 
books of account was far from satisfactory. Further, in the matter of 
posting of staff, the business handled by the branches did not appear to 
have been looked into and the posting of staff in a particular branch 
generally did not have any relevance either to the loans issued or to the 
loans outstanding. No norms for assessing the staff requirements on the 
basis of loan applications that could be handled by supervisors, land 
valuation officers etc., or the requirement of accounts clerks/clerks on 
the basis of loan accounts that could be handled had been worked out. 

Floatation of Debentures 
Ordinary Debentures 

43. Though the bank was registered on 18 December 1957, it could 
float the first series of ordinary debentures only during May 1965, 
i.e., after a lapse of eight years. Prior to the floatation of ordinary 
debentures, the bank depended mainly on share capital contribution 
from the government. The dispensation of credit by the bank gained 
momentum only after starting floatation of debentures since May 1965. 
The details of ordinary debentures floated by the bank till the financial 
year 1972-3 are furnished in Table 3. 

44. The details of investors to the series of ordinary debentures are 
given in Table 4. 

45. It would be observed from the table that the commercial banks 
had made the largest contribution towards the ordinary debentures 
floated by the bank. Out of twenty-four series of ordinary debentures 
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TABLE 3 

Ordinary Debentures Floated Till 1972-3 


Rs Lakhs 


1. Total No. of Series Floated till 31.3.1973 

24 


2. Amount of Debentures Floated 

Amount Floated 

Subscription Retain¬ 
ed inclusive of Excess 
Subscriptions 

(a) For 15 years . 

815.00 

840.78 

(6) For 12 years . 

350.00 

370.00 

(e) For 10 years 

1,620.00 

1,729.89 


2,785.00 

2,940.67 


TABLE 4 

Institution-wise Support to Ordinary Debentures 


Rs Lakhs 



Category of investors 



Amount 

invested 

% to total 

1 . 

Land Development Banks 



283.70 

9.6 

2. 

Bank’s own investment 



11.23 

0.4 

3. 

Apex Bank of the state 



142.52 

4.8 

4. 

Other co-operative banks of the state 



25.81 

0.9 

5. 

Commercial banks 



757.98 

25.8 

6. 

State Bank of India . . 



175.64 

6.0 

7. 

Life Insurance Corporation .. 



325.80 

11.1 

8. 

Reserve Bank of India 



73.28 

2.5 

9. 

State Government 



536.96 

18.2 

10. 

Central Government 



478.51 

16.3 

11. 

Others (Including foreign banks and Employees Provi¬ 
dent Fund) 

129.24 

4.4 


Total .. 



2,940.67 

100.0 


floated till 31 March 1973, the bank had been successful in collecting 
subscriptions towards all the series except in respect of XXI series floated 
during June 1972 for Rs 200 lakhs. As against Rs 90.00 lakhs required 
to be collected towards the second set, subscriptions of Rs 83.48 lakhs 
only were received by the bank. The bank in its letter No. 144 dated 
11 July 1972 had requested the Reserve Bank to contribute 
Rs 17.518 lakhs towards the second set in order to make good the 
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shortfall. But the Reserve Bank in their letter No. ACD.LDB.105/D.5- 
72/73 dated 17 July 1972 stated that they were agreeable to contribute 
only Rs 11 lakhs as originally agreed to. 

46. The details of the bank’s debenture programme as approved by 
the Reserve Bank for the financial years 1970-71, 1971-2, and 1972-3 
and achievement thereunder are furnished in Table 5. 


TABLE 5 

Ordinary Debentures—Targets and Achievements 

Rs Lakhs 






Financial year 




Item 

1970-71 

1971-2 

1972-3 



Target 

Achieve¬ 

ment 

Target 

Achieve¬ 

ment 

Target 

Achieve¬ 

ment 

1 . 

Ordinary debentures . . 

700.00 

414.00 

(390.00)* 

650.00 

731.00 

(700.00)* 

875.00 1121.48 
(1070.00)* 

(i) 

Self help 

125.00 

49.01 

140.00 

90.25 

70.00 

158.24 

(ii) 

Supported Programme 

575.00 

364.99 

510.00 

640.75 

805.00 

963.24 

Source-wise details of supported 
programme 






(i) 

Mutual support 

40.00 

54.64 

20.00 

76.00 

50.00 

106.79 

(ii) 

Central Government 

120.00 

101.64 

105.00 

115.79 

170.00 

156.39 

(iii) 

State Government .. 

120.00 

86.87 

105.00 

116.85 

170.00 

154.31 

(iv) 

Commercial Banks 

160.00 

84.35 

145.00 

171.28 

220.00 

359.00 

(v) 

L. I. C. 

72.00 

5.00 

70.00 

83.10 

95.00 

88.00 

(vi) 

S. B. I. 

33.00 

20.00 

35.00 

40.70 

50.00 

75.00 

(vii) 

R. B. I. 

30.00 

12.49 

30.00 

37.03 

50.00 

23.75 


Total 

575.00 

364.99 

510.00 

640.75 

805.00 

963.24 


(* Permission given by Reserve Bank of India for floatation of ordinary debentures 
including 10% excess.) 


47. The bank had fully achieved the ordinary debenture programme 
approved by the Reserve Bank for the financial years 1971-2 and 1972-3. 

Government Guarantee 

48. There had been considerable delay on the part of the state 
government in extending guarantee for the ordinary and rural 
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debentures issued by the bank during the past few years as indicated 
in Table 6. 


TABLE 6 

Details of Government Guarantee for Debentures 


Financial 

year 

Date and No. of R.B.I., A.C.D. letter 
communicating debenture 
programme 

Date of state 
government 
letter extend¬ 
ing the 
guarantee 

Date of appro¬ 
val of first 
series by 
R.B.I. 

1971-2 

ACD. LDB. 1344/D. 1-70/71 
of 17.4.1971 

29.6.1971 

8.6.1971* 

1972-3 

ACD. LDB. 1232/D. 1-71/72 
of 14.3.1972 

21.6.1972 

12.6.1972* 

1973-4 

ACD. LDB. 1326/D. 1-72/73 
of 27.2.1973 

10.9.1973 

15.9.1973 


* Subject to extension of guarantee by state government. 


49. During 1970-71, the bank issued three series of ordinary debentures 
(XII, XIII and XIV for Rs 40 lakhs, Rs 100 lakhs and Rs 100 lakhs 
during June, November 1970 and February 1971 respectively) before 
obtaining government guarantee though it was re-phased. The Reserve 
Bank had to defer the consideration of the bank’s proposal for floatation 
of XV series of ordinary debentures for Rs 150 lakhs submitted in 
February 1971. The state government extended the guarantee for 
Rs 435 lakhs in respect of ordinary debentures floated during the 
financial year 1970-71 as late as on 16 March 1971. The consideration 
of proposal for floatation of XXV series of ordinary debentures which 
was submitted by the bank in June 1973 had to be deferred by the 
Reserve Bank mainly on account of delay on the part of the state 
government in extending the guarantee. It is, therefore, suggested that 
the co-operative department may take such action as may be necessary 
to ensure that the state government guarantee for the floatation of 
any series is extended soon after receipt of the approved annual pro¬ 
gramme for floatation of debenture series from the Reserve Bank of India. 

Special Development Debentures 

50. The bank started floatation of special development debentures 
since March 1969 in respect of advances made under the schemes 
sanctioned by the Agricultural Refinance Corporation. The details are 
given in Table 7. 
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TABLE 7 

Special Debentures Floated by Bank 


Rs Lakhs 



Name of scheme 

Total 
No. of 
series 
floated 

Period 

Amount contributed by 

Debentu¬ 
res floated 



OI 

matu¬ 

rity 

(Years) 

ARC 

State 

Govt 

Total 

during 
the period 

1 . 

Kosi Land Recla¬ 
mation Scheme 

7 

9 

76.47 

25.49 

101.96 

30-3-71 

to 

28-6-73 

2. 

Patna-Darbhanga 
Minor Irrigation 
Scheme 

10 

10 

54.207 

6.023 

60.23* 

20-3-69 

to 

29-3-72 

3. 

Monghyr Dist. Minor 
Irrigation Scheme 

7 

10 

22.50 

2.50 

25.00* 

20-3-69 

to 

29-6-72 

4. 

Purnea-Saharsa 
Minor Irrigation 
Scheme 

13 

7 

209.565 

23.285 

232.85 

12-11-69 

to 

28-6-73 

5. 

Shahabad Minor 
Irrigation Scheme 

6 

8 

16.227 

1.803 

18.03 

30-3-71 

to 

28-6-73 

6. 

Champaran Minor 
Irrigation Scheme 

2 

8 

35.10 

3.90 

39.00 

20-2-73 

to 

28-6-73 





414.069 

63.001 

477.07 



* The two schemes viz., Patna-Darbhanga and Monghyr District Minor Irrigation 
Schemes were closed on 29.3.72 and 29.6.72 respectively. 


Rural Debentures 

51. In terms of Reserve Bank of India circular No. ACD.LDB.657/ 
D.1-70/71 dated 5 December 1970, the bank was required to float one 
or more series of rural debentures for Rs 18.75 lakhs, i.e., the amount 
aggregating 2/ 2 per cent of the approved ordinary debentures 
programme for Rs 750.00 lakhs for the financial year 1970-71. The 
details of the series of rural debentures floated by the bank during the 
year 1970-71, 1971-2 and 1972-3 are furnished in Table 8. 


52. A large number of branches of the bank had not been successful 
in tapping resources by way cf subscriptions towards rural debentures 
as can be seen from Table 9. 
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TABLE 8 

Rural Debentures Floated During 1970-71 to 1972-3 


Rs Lakhs 


Year 

Series 

of 

rural • 
deben¬ 
tures 

Amount of subscriptions 
to be collected from 

Amount of subscriptions 
actually received 

Indivi¬ 

duals* 

RBI 

Total 

Indivi¬ 

duals 

RBI 

Total 

1970-71 

I 

1.40 

1.60 

3.00 

0.116 

0.101 

0.217 

1971-2 

II 

7.58 

8.67 

16.25 

0.291 

0.143 

0.434 

1972-3 

III 

9.33 

10.67 

20.00 

1.09 

Awaited 


* for 7 years 


TABLE 9 

Collection of Subscription by Branches 


Year 

Total No. of 
branches 

No. of Branches 
which reported 
collections 

Amount 

collected 

Rs 

1970-71 

58 

13 

11,600 

1971-2 

73 

16 

29,100 

1972-3 

87 

29 

1,09,100 


53. In order to achieve successful floatation of rural debentures, the 
following suggestions are made: 

(i) Soon after receipt of the approval from the Reserve Bank of 
India for floatation of a series of rural debentures, the bank 
should fix branch-wise targets for collection of subscriptions 
in the proportion of loans advanced during the preceding co¬ 
operative year. The lending programme of the branches which 
fail to collect subscriptions up to the allotted target should be 
reduced by an amount equivalent to ten times the amount of 
shortfall. Likewise, the lending programme of such branches 
which make collections beyond the target should be enhanced. 

(ii) There should be an element of compulsion in the matter of 
collection of subscriptions from the beneficiaries of loans 
advanced by the bank. It shall be the duty of the beneficiaries 
to come forward with their small contribution for helping 
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other farmers in the state. The loanees (other than small 
farmers) should be required to make a contribution at the 
rate of 5 per cent of the loans borrowed by them in multiples 
of Rs 100. They may be given the option to make the sub¬ 
scriptions any time during the currency of the loan and the 
amount collected along with the third instalment onwards. 

(iii) Suitable prizes in kind and merit certificates may be given 
to those members of the staff whose performance in the matter 
of collection of subscription is good. 

(iv) The bank has been contending that since Bihar is one of the 
underdeveloped states the bank should be exempted from 
floatation of the rural debentures. Since the land develop¬ 
ment banks have been given two modes of mobilization of 
resources, viz., floatation of rural debentures and acceptance 
of fixed deposits it is for consideration of the Committee on 
Co-operative Land Development Banks if exemption is»to be 
given in the case of the bank as the per capita income of the 
state is very low. The Study Team, however, feels that the 
rates of interest payable to individuals on their subscriptions 
should be increased from 6% to 7% and 6)4% to 7%% in 
the case of rural debentures of 5 years and 7 years currency 
respectively. The increase is called for so as to be in line with 
the interest rates on fixed deposits. 

Acceptance of Fixed Deposits 

54. The bank started collecting fixed deposits since the year 1971-2. 

The details of fixed deposits collected by the branches during 1971-2 

and 1972-3 are furnished in Table 10. 

TABLE 10 

Collection of Fixed Deposits by Branches 


Co-operative 

year 

Total No. 
of branches 

Fixed deposits accepted by the 
branches 



No. of 
branches 

Amount 

Rs 

1971-2 

73 

25 

1,43,400 

1972-3 

87 

34 

2,87,006 
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55. In the course of visits to the branches we observed that the issue 
of fixed deposit receipts and renewal and repayment of fixed deposits 
were centralized at the head office. This system was far from satisfactory. 
Delay in the issue of receipts, renewal/repayments have adversely 
affected the attitude of the clientele in the bank. The bank should 
delegate powers to the branches for issuing fixed deposit receipts under 
the signatures of the branch managers and district officers. The district 
officers may also be authorized to pass orders for renewal and repayment 
of matured fixed deposits. 

56. In order to attract more fixed deposits, the following suggestions 
may be implemented by the bank: 

(i) A suitable scheme for giving prizes on lottery system to the 
deposit holders may be drawn up and implemented. 

£ii) Periodical advertisements in the important English and Hindi 
newspapers should be made. Further, advertisement should 
also be done at the branch level through the medium of 
cinema slides. 

(iii) The bank may pay brokerage/commission to persons (other 
than staff) who help the bank in mobilizing resources by way 
of fixed deposits. 

(iv) Scheme for giving prizes (in kind) and certificates of merit 
to staff who mobilize fixed deposits of Rs 5,000 and above in 
a year may be introduced. 

(v) In the course of visits to branches, the field officers of the 
bank expressed that they were not able to tap fixed deposits 
to a greater extent because of competition from the 
commercial banks. They further stated that they were not 
authorised to give loans against fixed deposits, whereas 
such facilities were available to the depositors from the com¬ 
mercial banks. They felt that the bank might be permitted 
to advance loans to the fixed deposit holders in case of need. 

Sinking Fund 

57. The bank followed the equal instalment method for making 
contributions towards the sinking fund. The annual contribution was 
determined by dividing the amount of debentures by the number of 
years for which the debentures were floated and the annual allocation 
to the sinking fund investment was not related to the actual recovery 
of loans. Under the system of annual equated instalment followed by 
the bank the demand under principal during the first few years was 
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quite low and the annual demand thereunder increased from year to 
year, while the interest demand followed the opposite trend. Since the 
bank’s debenture floatations have been sizeable only in recent years 
and the demand under principal for the first few years was very much 
less than the amount required to be contributed to the sinking fund, 
the bank was called upon to make substantial allocation from out of 
its owned funds towards this fund as shown in Table 11. 


TABLE 11 

Sinking Fund Commitments and Amount Collected 


Rs Lakhs 


Year 

| Amount required 
to be invested 
towards sinking 
fund 

Principal amount 
collected during 
the year 

Sinking fund 
investment 
actually made 

1965-6 

1.333 

1.54 


1966-7 

3.333 

2.26 

1.50 

1967-8 

6.000 

5.54 

1.00 

1968-9 

21.343 

17.74 

29.52 

1969-70 

40.755 

25.69 

25.55 

1970-71 

74.899 

55.13 

89.58 

1971-2 

124.731 

95.11 

124.73 

1972-3 

214.34 

176.75* 

214.86 


* 50 per cent of total collection of Rs 353.50 lakhs taken; — exact figure not available. 


58. The bank’s capacity, therefore, to utilize its owned funds in loans 
after absorbing the overdues and making necessary allocations to the 
sinking fund was very much restricted. Under the circumstances, the 
Study Team feels that additional share capital contribution to the 
extent of increase in the overdues (principal) and investments towards 
the sinking fund in excess of recovery under principal during a year 
should be provided by the state government to the bank. 

59. The total requirements towards sinking fund investment up to 
the year ended 30 June 1973 worked out to Rs 486.73 lakhs. The 
sinking fund investments of the bank as on that date amounted to 
Rs 486.74 lakhs. The bank’s sinking fund investment as on 30 June 1973 
did not conform to the pattern prescribed by the Reserve Bank, as 
will be seen from the details given in Table 12. 

60. On an objection raised by the Central Agricultural Credit 
Department in their letter No. ACD.LDB.420/E3-73/4 dated 
20 September 1973, the bank is reported to have approached the 
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TABLE 12 

Investment of Sinking Fund 


Rs Lakhs 


Nature of Investment 

Bank’s Investment 

Percentage of 
investment 
recommended 
by the 

Reserve Bank 


Face value 

Percentage 
to total 

A. (i) Government securities 

(ii) Trustee securities 

49.19 

26.44 

10.1 

1 

5.5 j 

j. 20 


75.63 

15.6 


B Own debentures and debentures of 
sister land development banks 

180.12 

37.0 

60 

C Fixed deposit with: 

(i) Bihar state Co-operative Bank 
(Apex Bank) 

97.57 

20.0 1 

[• 20 

(ii) Commercial Banks 

133.42 

27.4 J 

1 


230.99 

47.4 ' 


Total 

486.74 

100.0 

100 


Registrar of Co-operative Societies to approve the bank’s investment. 
The bank is reported to have stated that investment of Rs 133.43 lakhs 
in fixed deposits with commercial banks was made in June 1973 as 
neither government securities nor debentures of sister land development 
banks were available for investment. The argument advanced by the 
bank is not tenable as the investments to be made during the year could 
have been spread over the year or the amount should have been 
temporarily invested in short-term call deposits with the apex bank and 
utilised whenever government securities or debentures of its own or 
other land development banks were available. 

61. The average rate of income on sinking fund investments of the 
bank as on 30 June 1973 worked out to 6.3 per cent as shown in 
Table 13. 

62. The average earnings of the bank on its sinking fund investments 
which stood at 6.3 per cent per annum (mainly due to investments of 
Rs 230.99 lakhs made in the fixed deposits with bank at 6.5-7.2 per 
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TABLE 13 

Income from Sinking Fund Investments 

Rs Lakhs 


Nature of investment Face Rate of Product 

value interest 


1. Debentures: 

(a) Bank’s own debentures .. .. .. 11.23 

(A) Debentures of sister land development 

banks .. .. .. .. .. 5.50 

163.39 

180.12 


2. (a) Government securities .. .. .. 49.19 

(A) Trustee securities .. .. .. 10.00 

16.44 

75.63 


4.92 6.50 31.98 
63.65 7.00 445.55 
29.00 7.25 210.25 
105.00 7.00 735.00 
28.42 7.00 198.94 

230.99 


Total . 486.74 3098.96 

Average Rate .. . 6.3 per cent 


cent) is considered by the Study Team as low and therefore the 
following pattern of investments is suggested: 

Nature of investment Percentage to total 

investment 


(a) (i) Government securities 10 

(ii) Trustee securities 5_ 

15 

(b) Own debentures and debentures of sister 

land development banks 60 

(c) Fixed deposits : 

(i) With apex bank 15 

(ii) With commercial banks 10 

*25 


3. Fixed deposits with: 
(a) Apex Bank 


'A) State Bank of India] 
| c) Commercial banks 


6.00 67.38 

6.00 33.00 

5.75 939.49 


5.75 282.84 
6.00 60.00 
5.75 94.53 
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63. The details of the maturity pattern of debentures outstanding and 
sinking fund investments as on 30-6-1973 are furnished in Tables 14 
and 15. 


TABLE 14 

Maturity Pattern of Debentures Outstanding 

Rs Lakhs 


Maturity of debentures 

Ordinary 

debentures 

Rural 

debentures 

Special 

debentures 

Total 

Within 5 years 

127.89 

0.12 

103.00 

231.01 

Above 5 years but up to 7 years 

372.00 

1.38 

220.65 

594.03 

Above 7 years but up to 10 years 

1358.30 

— 

153.42 

1511.72 

Above 10 years but up to 12 years .. 

480.00 

— 

— 

480.00 

Above 12 years but up to 15 years .. 

602.48 

0.24 

— 

602.72 

Above 15 years 

— 

— 

— 

— 

Total .. 

2940.67 

1.74 

477.07 

3419.48 


TABLE 15 


Maturity Pattern of Sinking Fund Investment 

Rs Lakhs 


Maturity of investments 

Debentures 

Government/ 

Trustee 

securities 

Fixed 

deposits 

Total 

Within 5 years.. 

2.50 

— 

193.84 

196.34 

Above 5 years but up to 7 years 

39.00 

1.00 

29.00 

69.00 

Abovs 7 years but up to 10 years 

.. 121.89 

12.69 

8.15 

142.73 

Above 10 years but up to 12 years 

5.50 

61.94 

— 

67.44 

Above 12 years but up to 15 years 

T*T"T1.23 

— 

— 

11.23 

Above 15 years 


— 

— 

— 

Total .. 

.. 180.12 

75.63 

230.99 

486.74 


Interim Accommodation 

64. Till the year 1971-2 the bank enjoyed two credit limits of 
Rs 100 lakhs for normal programme and Rs 50 lakhs for special 
schemes from the State Bank of India and one credit limit for 
Rs 100 lakhs from the Bihar State Co-operative Bank Ltd., which were 
guaranteed by the state government. During the financial year 1971-2, 
the bank floated five series of ordinary debentures for Rs 700 lakhs and 
retained subscription of Rs 731 lakhs. The maximum amount of a series 
(XVIII) was Rs 200 lakhs and the bank retained subscription of 
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Rs 220 lakhs. Thus the interim accommodation of Rs 200 lakhs for 
normal programmes was sufficient up to the year 1971-2. For the 
financial year 1972-3, the approved lending programme was fixed for 
the bank at Rs 970 lakhs and the bank was to float ordinary debentures 
of Rs 875 lakhs. During the financial year 1972-3, the bank actually 
floated ordinary debentures for Rs 1,070 lakhs in four series and retained 
subscriptions of Rs 1,121.482 lakhs. The amount of XXIV series was 
Rs 400 lakhs which was the maximum during the year 1972-3. The bank 
faced difficulties as early as in August 1972 in maintaining the line 
of credit with total interim accommodation of Rs 250 lakhs. It there¬ 
fore approached the apex bank to enhance the limit of interim accom¬ 
modation of Rs 100 lakhs. On the recommendation of the Registrar 
of Co-operative Societies, the apex bank enhanced the limit from 
Rs 100 lakhs to Rs 200 lakhs. Operation on the enhanced limit was 
allowed by the apex bank without insisting on the guarantee of the 
state government for the additional limit of Rs 100 lakhs. Due to 
financial stringency the bank had again to approach the apex bank for 
additional financial accommodation in December 1972 and an interim 
limit of Rs 50 lakhs for one month (in addition to the limit of 
Rs 200 lakhs) was sanctioned to the bank on 3 January 1973. Drawals 
made against this limit had to be repaid by 2 February 1973. 

65. In terms of Reserve Bank circular No. ACD.LDB.1326/D.1/72-3 
dated 27 February 1973 the normal lending programme of the bank 
has been fixed at Rs 1340 lakhs for the financial year 1973-4 of which 
the supported programme was to the extent of Rs 1235 lakhs by 
floatation of ordinary debentures. Further, in terms of paragraph 7 of 
the above circular the bank is required to complete its ordinary 
debentures programme for 1973-4 in not more than three series of 
which two series should have been issued before 31 December 1973. 
Thus the amount of a series of ordinary debentures to be floated during 
1973-4 would be on an average above Rs 400 lakhs. Further, the gap 
between the submission of proposal and floatation of the series of 
ordinary debentures will be at least one month during which about 
Rs 100 lakhs would be required to maintain the flow of credit at the 
branch level. Therefore, the requirement of interim accommodation 
during the current year 1973-4 works out to Rs 500 lakhs for ordinary 
lendings and Rs 50 lakhs for lendings under special schemes. The bank 
in its letter No. 91 dated 4 July 1973 addressed to the secretary 
co-operation department stated that the state government in their 
memo No. 1202 dated 19 July 1972 had renewed the continuing 
guarantee for a period of three years for the interim accommodation 
of Rs 100 lakhs from the Bihar State Co-operative Bank Ltd., and 
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Rs 150 lakhs from the State Bank of India. In this connexion it was 
pleaded by the bank that it had a lending programme of more than 
Rs 15 crores during the year 1973-4 and the average monthly disburse¬ 
ment of loans would be to the tune of Rs 125 lakhs and each floatation 
of ordinary debentures might be in the neighbourhood of Rs 500 lakhs 
since floatations in a year was restricted to three series as per the Reserve 
Bank’s instructions. Further, processing of the proposal for floatation 
of a series of debentures takes one to one and half months and for this 
period, Rs 200 lakhs would be required for advancing loans by the 
branches. Therefore, the bank requested the state government to extend 
guarantee for interim accommodation for Rs 700 lakhs (Rs 400 lakhs 
from the apex bank and Rs 300 lakhs from the State Bank of India). 
The decision of the state government is still awaited by the bank. We feel 
that guarantee of the state government for interim accommodation of 
Rs 500 lakhs will be sufficient for the bank for the time being. 


Management of Funds 

66. The bank did not seem to manage its funds judiciously. During the 
year 1972, it had availed itself of by way of interim accommodation 
two cash credit limits of Rs 150 lakhs at 8J/2 per cent interest from 
the State Bank of India and a limit of Rs 200 lakhs at 7% per cent 
interest from the Bihar State Co-operative Bank. The cash credit 
accounts were being operated by the bank’s head office at Patna for 
replenishing funds to the branches for disbursement of loans etc., with 
a view to creating effective mortgages pending floatation of ordinary/ 
special debentures as majority of the central co-operative banks, due to 
their financial weaknesses were not able to provide cash credit facilities 
to the branches of the bank. Funds were remitted by the head office 
to the branches of the central co-operative banks, State Bank of India 
and commercial banks for being credited in the current accounts 
maintained by its branches with them. Large balances remained idle 
for a considerable length of time with the branches of the central co¬ 
operative banks/State Bank of India/commercial banks on which no 
interest was earned whereas the bank was required to pay interest 
on the amounts drawn from the cash credit accounts (interim accom¬ 
modation) due to the time-lag between the drawal/remittance of funds 
by the Head Office and actual disbursement of loans by the branches. 
Since a majority of the central co-operative banks in Bihar were 
financially weak to provide any overdraft facilities to the bank, the 
Reserve Bank had suggested that the bank might enter into an 
arrangement with the State Bank of India to make its cash credit 
limits available to the branches of the bank according to their 
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requirements at places where the State Bank of India had its own 
branches. The suggestion may be implemented early in order to avoid 
losses on account of interest. The Study Team also feels that the state 
government may issue instructions to all central co-operative banks 
and ensure that overdraft facilities are provided by them to the branches 
of the central land development bank. 

State Assistance 

67. The bank opened one branch each at the district headquarters 
of all the 17 districts (old) during the years 1958-9 to 1959-60 with 
financial assistance from the state government. Subsequently, five 
government branches in the five former districts of Chotanagpur 
Division, viz., Dhanbad, Ranchi, Hazaribag, Daltonganj and Chaibasa 
were closed as they could not attract business due to restrictions on 
alienation of land imposed under the Chotanagpur Tenancy Act. In 
their place, five government branches at Biharsharif, Sasaram, Bettiah, 
Begusarai and Aurangabad were opened during 1960-61. In 1967, 
the government branch at Dumka (Santhal Parganas District) was also 
closed due to the statutory restrictions on alienation of land under the 
Santhal Parganas Tenancy Act. At present, out of 87 branches, 16 
branches at Chapra, Motihari, Muzaffarpur, Laheriasarai, Saharsa, 
Purnea, Arrah, Patna, Gaya, Monghyr, Bhagalpur, Biharsharif, 
Sasaram, Bettiah, Begusarai and Aurangabad are treated as government 
aided branches. The state government had sanctioned for each branch 
a branch manager, a land valuation officer, a lower division clerk and 
one peon in the co-operative department and posted them to these 16 
branches. The pay and allowances, including travelling allowance of 
government staff posted to the 16 branches, were drawn from the state 
treasury and charged to the co-operative department till the year 
1960-61. Since 1961-2, the travelling allowance of the government staff 
and contingent expenses of these branches are being borne by the bank. 
As a result of expansion of business in some of these branches, the bank 
was required to post additional staff and the salary and allowances of 
such additional staff were borne by the bank. 

68 . Apart from 16 branch managers, 16 land valuation officers, 
16 clerks and 16 peons provided to the 16 branches of the bank by the 
state government, the pay and allowances (excluding T.A.) of the 
managing director, chief accountant, two legal assistants, one assistant 
registrar (land mortgage bank) and his head clerk and a peon are 
borne by the state government. As the bank has attained sufficient 
business now there does not appear to be any justification for continua¬ 
tion of such subsidy. 
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69. As an incentive to the bank for opening new branches, the state 
government was giving managerial subsidy for the additional staff 
appointed by the bank for new branches during the Fourth Five Year 
Plan period on a tapering scale as indicated below : 

First Year — 100 per cent of expenditure on additional staff 

Second Year — 66 2/3% —do— 

Third Year — 33 1/3% —do— 

Subsidy on the above scale was available to the bank also to meet the 
cost of additional staff appointed in the existing branches and also 
at the head office and regional offices. Up to the year 1972-3, a total 
sum of nearly Rs 27 lakhs has been sanctioned as managerial subsidy 
to the bank by the state government. The details of managerial subsidy 
claimed by the bank and actually paid by the state government for the 
last few financial years are furnished in Table 16. 

TABLE 16 


Managerial Subsidy Provided by State Government 

Rs Lakhs 


Financial 

year 

Name of the scheme 

Amount 

of 

subsidy 

claimed 

Subsidy 
sanctioned by 
Government 

Date Amount 

Subsidy released 
by Government 

Date Amount 

1969-70 

1 . 

Headquarters Staff 

.. 1.89 

26.8.69 

0.78 

1.6.70 

0.78 


2. 

Branch Staff 

.. 3.49 

29.8.69 

1.87 

1.6.70 

1.87 


3. 

Staff posted in Kosi area 







(Pumea and Saharsa 








Districts) 

.. 3.00 

21.8.69 

1.00 

1.6.70 

1.00 




8.38 


3.65 


3.65 

1970-71 

1 . 

Headquarters Staff . . 

1.99 

16.3.71 

0.65 

5.8.71 

0.65 


2. 

Branch Staff 

.. 14.84 

15.2.71 

2.97 

5.8.71 

2.97 


3. 

Staff posted in Kosi area 







(Pumea and Saharsa 







districts) 

.. 1.51 

16.3.71 

1.33 

5.8.71 

1.33 




18.34 


4.95 


4.95 

1971-2 

1 . 

Headquarters Staff .. 

.. 2.08 

10.3.72 

0.08 Not received till 







15.9.73 


2. 

Branch Staff 

.. 8.17 

11.3.72 

1.28 

—d 

o— 


3. 

Kosi area 

.. 1.94 

11.3.72 

1.91 

—d 

o- 




12.19 


3.27 



1972-3 

1 . 

Headquarters Staff .. 

.. 0.80 






2. 

Branch Staff 

.. 5.20 

11.7.72 

5.20 




3. 

Kosi area 

5.25 

16.8.72 

2.20 






11.25 


7.40 
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It would be observed that the state government could not provide 
subsidy to the bank during the last four years to the extent claimed 
by the bank. The main reason was that the amounts of managerial 
subsidy claimed by the bank were much in excess of the provisions 
made in the budget for these years. In other words, the number of 
staff recruited by the bank due to opening of 44 branches during a 
period of four years from 1969-70 to 1972-3 was very large and salaries 
paid to them exceeded the provision made in the budget for payment 
of managerial subsidy to the bank. 

70. While it is felt that no subsidy in the form of cash or services 
of staff need be continued in respect of the branches which are viable 
according to the norms indicated by us, subsidy on tapering basis for 
a year or two in respect of potentially viable units in the plains may 
be provided along with steps to be taken for reorganization of their 
boundaries wherever necessary. The state government may give subsidy 
on a tapering basis for a period of three years in the case of branches 
to be newly opened provided they are opened after considering all 
relevant factors so as to ensure their attaining viability within a period 
of three years and provided they are opened with the previous permission 
of the state government which should be granted only after a careful 
consideration of their prospects of becoming viable during the next three 
years. It may further be ensured that while setting up a new branch, the 
outstanding loans against the borrowers in the area to be retained with 
the parent branch is sufficient to provide adequate income to maintain 
its viability intact. 

71. All the 13 branches in the Chotanagpur Division (Palamau, 
Hazaribagh, Giridih, Dhanbad, Ranchi and Singhbhum Districts) and 
3 branches in! Santhal Parganas District as on 30 June 1973 are non- 
viable units because of various limitations-geographical, restrictive 
tenancy laws and general backwardness of the tribal people. The Study 
Team feels that these branches would continue to remain as non-viable 
units for a long time to come and therefore the state government may 
consider meeting losses of these branches till they attain viable status. 
New branches in these seven districts may be opened by the bank only 
if such subsidy is assured by state government for such branches till 
they attain viability. 

72. Apart from the above managerial assistance available to the bank, 
there is provision for payment of managerial assistance in cash in the 
Small Farmers Development Agencies of Purnea, Champaran and 
Patna Districts. So far, only the SFDA, Purnea has sanctioned 
managerial subsidy for the posts of one legal assistant for the regional 
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office at Pumea and five land valuation officers and five supervisors 
for five branches of the bank functioning as on 30 June 1971. The 
details of managerial subsidy given to the bank by the SFDA, Pumea 
till 30 June 1973 are furnished below : 

Rs Lakhs 

Period Amount received 

by the bank 

(i) Up to 31-12-1971 0.10 

(ii) 1-1-1972 to 30-6-72 0.23 

The other two SFDAs, viz., Champaran and Patna and MFAL 
agencies, viz., Sasaram and Ranchi have not so far given any managerial 
subsidy to the bank. 

73. During the Fifth Five-Year Plan, it is proposed by the state 
government to provide a total sum of Rs 36 lakhs by way of managerial 
subsidy to the bank. The number of branches of the bank is also 
envisaged to be increased to 50. 

Loan Procedure 

74. Loans are advanced by the bank to members only against mortgage 
of land and hypothecation of assets purchased from out of the loans in 
the case of pumpsets, tractors, etc. The borrowers are required to apply 
for loans in a prescribed application form supplied by the bank on 
payment of 25 paise per form in duplicate. Along with the application, 
the applicant is required to deposit with the bank admission fee of Re 1 
of the value of one share amounting to Rs 25 and administration charges 
and legal fees on the prescribed scale as indicated in Table 17. 

75. Along with the application, the borrower is required to furnish 
detailed information on the various items which include the following : 

(i) Geneological table. 

(ii) Details of hypotheca and copy of the survey settlement record. 

(iii) Title deeds in original. 

(iv) A list of bonds supporting the documents to be discharged in 
the case of loans for discharge of prior debts. 

(v) Estimated value of hypotheca according to the applicant and 
the income therefrom. 

(vi) Details of applicant’s income from all sources and his annual 
expenditure. 

(vii) In the case of loans for land improvement details of 
improvement. 
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TABLE 17 

Fees Payable by Small Farmers 


Amount of loan Other Farmers Small farmers within 

SFDA, Pumea 



Administration 

charge 

Legal 

fee 

Total 

Administration Legal 
charge fee 

Total 


Rs 

Rs 

Rs 

Rs 

Rs 

Rs 

1. Up to Rs 500 

10 

5 

15 

Nil 

5 

5 

2. Rs 501 to Rs 1000 . 

10 

5 

15 

5 

5 

10 

3. Rs 1001 to Rs 1500 . 

10 

10 

20 

5 

10 

15 

4. Rs 1501 to Rs 2000 . 

10 

10 

20 

10 

10 

20 

5. Above Rs 2000 

50 paise per Rs 5 


Same as other 


Same 


Rs 100 of the per farmers as 

loan-minimum Rs 1000 other 

Rs 10 and of the farmers 

maximum loan— 

Rs 30 mini¬ 

mum 
Rs 5 
and 

maximum 
Rs 20 

N. B.: The bank in its circular No. 2937/Plan (1) 012 SFDA. Pu. 71-2 dated 2-11-1973 
has prescribed that administration charge and legal fee at 50 per cent of normal rates would 
be charged from the small farmers in such of die areas of the SFDA/MFAL which are 
providing managerial subsidy to it. 

76. Loan applications received at the branch offices were first 
scrutinised to see that all the required particulars were furnished and 
were supported by relevant documents. Thereafter non-encumbrance 
certificates from circle/block offices in respect of the hypotheca are 
obtained generally through the borrowers themselves. In cases of 
applications for construction of tubewells, the minor irrigation depart¬ 
ment’s technical certificates are obtained. On receipt of the above 
particulars, the loan file is sent to the legal adviser for his opinion as 
to the rights and title of the borrower to the hypotheca. In case the 
legal adviser’s opinion is favourable, the bank’s land valuation officer 
or the branch manager or supervisor inspects the hypotheca and verifies 
the particulars of land offered in mortgage and the applicant’s 
possession thereof. He also evaluates the property and makes an estimate 
of the borrower’s repaying capacity and submits a report in the 
prescribed form to the concerned branch. The district officer is required 
to verify 10% of loan application for amounts up to Rs 12,000 and 
all applications for amounts exceeding Rs 12,000. 

77. The loan cases with the evaluation reports are thereafter put up 
to the branch advisory committee. Loans for amounts up to Rs 12,000 
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are either sanctioned or rejected by the branch advisory committee 
and applications exceeding that amount are recommended for sanction 
by the board/executive committee at the head office of the bank 
through the regional office in case the branch comes within the juris¬ 
diction of any regional office. Applications for amounts between 
Rs 5,000 and Rs 12,000 though sanctioned by the branch advisory 
committee are required to be sent to the regional office or to the head 
office, as the case may be, for obtaining payment orders before dis¬ 
bursement. Loan applications for amounts up to Rs 5,000 could be 
disbursed at the branch level without further scrutiny. 

Documents 

78. After the sanction of the loan, the borrower is required to execute 
a mortgage bond in duplicate. One copy of the bond is sent to the 
registration office and the other is retained in the branch. A second 
non-encumbrance certificate from the date of the last certificate to the 
date of execution of the bond is also obtained. Therefore, the borrower 
is required to pay the share value at 5 per cent of the amount of loan 
sanctioned. 

Payment Orders 

79. Payment orders for loans up to Rs 5,000 are given by the district 
officers. Payment orders for amounts between Rs 5,001 and Rs 12,000 
are given by the assistant loan officer at the regional office/head office 
as the case may be. Payment orders for loan amounts exceeding 
Rs 12,000 are required to be authorised by the loan officers at the 
regional office or the head office as the case may be. 

Disbursement of Loans 

80. Disbursement of loans is invariably done by means of cheques 
drawn on the bank’s accounts maintained either with the offices of the 
district co-operative banks or the State Bank of India. In the case of 
loans for discharge of prior debts, the creditors of the applicant are 
paid direct by the branch in the presence of the applicant and the 
discharge bonds are obtained from the creditors. Similarly, loans for 
the purchase of tractors/pumpsets, implements etc., are paid to the 
suppliers thereof direct by means of crossed cheques in their favour. 
Loans for levelling of land, reclamation of land, construction of channels, 
pumphouses, etc., are paid by means of cheques to the borrowers. 
Cheques for amounts up to Rs 15,000 are required to be signed by the 
branch manager and the district officer jointly and cheques exceeding 
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Rs 15,000 are required to be issued by the regional office or by the 
head office, as the case may be. A voucher is prepared in triplicate 
in respect of all disbursements and one copy thereof is filed in the 
loan file. Loans for sinking of wells, repairs to wells, land levelling, 
etc., are disbursed in two or three instalments. The second and third 
instalments are required to be disbursed after receipt of verification 
report of utilisation of the earlier instalments by the borrowers. A third 
non-encumbrance certificate in respect of all loans disbursed is required 
to be obtained after four months from the date of execution of the 
relevant mortgage and bond by the borrowers. This is, however, 
generally not being obtained by the branches. This is necessary as a 
mortgage deed executed at an earlier date in favour of other parties 
but registered after the deed is executed/registered in favour of the 
bank but within permissible period of four months, would have priority 
over the mortgage deed executed in favour of the bank. The loan file 
together with the discharged vouchers is thereafter sent to the discharged 
voucher section at the head office for safe custody. The discharged 
voucher files are not insured against risk of fire and theft by the bank. 
The main defects noticed in the loan procedure followed by the bank 
are as follows: 

(i) Revaluation of Lands 

81. The system of revaluation of the mortgaged lands at periodical 
intervals should be strictly followed so as to ensure that there is no 
deterioration in their value. 

(ii) Verification of Utilization of Loans 

82. The bank has not introduced a proper system of verification of 
utilization of loans by the borrowers. In a large number of cases, the 
bank has no utilization certificates on record with it. There is also 
no system of periodical visits to the fields of borrowers to ensure that 
the borrowers continue to derive benefit from the machinery, imple¬ 
ments etc., obtained with the bank’s loans and that the assumptions 
regarding the incremental income made in respect of special schemes 
are correct. 

(iii) Hypothecation of Tractor etc. 

83. Although an agreement hypothecating the tractor or other 
machinery purchased with the bank’s loan in favour of the bank is 
obtained, it does not insist on the borrower taking insurance for the 
same in the joint names of the borrower and the bank for registering 
the tractor in the joint names of the borrower and the bank. 
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(iv) Economic Feasibility 

84. The economic feasibility of the developmental schemes, particularly 
in respect of loans for minor irrigation purposes, is not studied in detail 
by the bank at the time of scrutiny of the loan applications. For 
example, in regard to loans advanced for tubewells or pumping sets etc., 
the hypotheca is found in most of the cases to be spread over several 
plots of small sizes. These plots are recorded in different Khatas 
and sometimes are spread over different villages. The details of 
boundaries given in the mortgage deeds also reveal that very often 
the lands offered as security are scattered and are not adjacent to one 
another. However, the scrutiny reports of the bank’s staff do not 
indicate whether these plots are contiguous or scattered or grouped in 
different clusters. The reports do not indicate the source of irrigation 
that are available in each of the plots or cluster of plots. They also do 
not indicate the command area of the tubewell and whether all the land 
offered as security is within the command of the proposed development. 

(v) Evaluation of Hypotheca 

85. An evaluation of the hypotheca is required to be done in all 
cases in order to ensure that the loan applied for is not more than 
50% of the value of the land offered as security. The various defects 
noticed under this head are as under: 

(a) The sale statistics register is not maintained by many of the 
branches to help them in making an evaluation of the 
hypotheca. 

(b) Sale statistics for three consecutive years preceding the date 
of evaluation are required to be referred to by the evaluating 
officer. However, in many cases sale statistics for earlier years 
are taken into consideration. 

(c) In many cases, the evaluation is done on the basis of sale 
statistics available for very small plots which do not give a 
proper indication of the value applicable to larger plots. The 
suggestions made by the Reserve Bank in their circular No. 
ACD.LDB.625/B.8-72/3 dated 24 October 1972 that the 
hypotheca might be valued at eight times the net income after 
development and the repaying capacity might be arrived at 
75-90 per cent of the net incremental income depending upon 
the total size of the borrower’s holdings have not so far been 
implemented by the bank. 

86. Table 18 shows the classification or loans issued by the bank from 
1965-6 to 1972-3. 
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Period, of Loans 

87. According to the bank’s by-laws, the loans are required to be 
repaid in equal instalments over a period not exceeding 20 years. Since 
the inception of the bank and till 1965-6 loans were advanced for 
15 years. During the years 1966-7 to 1970-71 the period of loans 
advanced was 10 years. After the issue of the Reserve Bank’s Circular 
No. ACD.LDB.84/B 1-71/2 dated 31 July 1971 the bank issued a 
circular No. 1457 dated 12-10-1971 laying down the period of normal 
loans according to their purposes as indicated in Table 19. 

TABLE 19 

Period of Loans under Normal Programme 


Purpose 


General Farmers 
(Years) 


Small Farmer* 
(Years) 


1. Tractors .. 

2. Pumpsets/Oil engines 

3. Tubewells. 

4. Dugwells. 

5. Tube wells with pump sets 

6. Other purposes 


7 

7 

9 

9 

9 

9 



88. The period of the loans advanced under the special schemes 
sanctioned by the Agricultural Refinance Corporation are as per the 
terms and conditions laid down by the ARC as indicated in Table 20. 

TABLE 20 

Period of Loans under ARC-refinanced Schemes 


Special Schemes 


Period of loan 
(years) 


1. Kosi Land Reclamation Scheme. 

2. Patna-Darbhanga Minor Irrigation Scheme 

3. Monghyr District Minor Irrigation Scheme 

4. Pumea-Saharsa District Minor Irrigation Scheme 

5. Shahabad Minor Irrigation Scheme 

6. Champaran Minor Irrigation Scheme 


9 

10 

10 

7 

8 
8 


Rate of Interest 

89. Till June 1971, the rate of interest charged from the beneficiaries 
of loans was 8.5 per cent per annum. Interest on loans advanced during 
the years 1971-2 and 1972-3 was charged at 9 per cent per annum. In 
pursuance of Circular No. ACD. LDB. 1996/B.1/72-3 dated 25 June 
1973 issued by Central Agricultural Credit Department, Reserve Bank 
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of India and C.A. Accts. 297/23-72/3 dated 26 June 1973 issued by 
the Agricultural Refinance Corporation the bank has been charging 
interest at 9 r / 2 per cent per annum from the beneficiaries since July 1973. 

Due Date of Loans 

90. The due dates for repayment of final instalments of loans have been 
laid down by the bank as 31 January, 31 May and 31 October depend¬ 
ing on harvesting period of the major crops—31 January for Kharif 
crops, 31 May for Rabi crops and 31 October for the jute crops. But 
the branches generally fixed 31 May as due date for loans issued till 
1969-70. From the year 1971-2 the branches have been fixing 
31 January as the due dates of loans since paddy crop which is harvested 
by 31 December is grown all over the state. 

Scales of Finance 

91. The bank in principle had accepted the production-oriented system 
of lending as per central Agricultural Credit Department Circular 
No. ACD. OPR. 6300/F. 1/68-9 dated 23 May 1969. But the bank has 
not so far been able to conduct a field survey to arrive at the area-wise 
scale of finance per acre or per unit. The bank has been fixing the 
prices of 5 HP and 6 HP diesel pumpsets. The borrowers are required 
to purchase the electric motors/oil engines only from approved suppliers/ 
manufacturers who have deposited Rs 50,000/ Rs 25,000 (small scale 
manufacturers of Bihar State) as security deposit with the bank. 
Recently, the bank in its circular No. 1648 dated 23-8-73 has fixed the 
ceiling price of 5 HP and 6 HP diesel pumpsets (with standard 
accessories) at Rs 3,200 and Rs 3,400 (inclusive of all taxes) F.O.R.. 
destination. The prices have since been reduced on the basis of the 
advice reported to have been given by the Minister of Agriculture. 

92. In the course of field visits made, it was observed that no assistance 
was given to the bank by the block authorities, agriculture department, 
minor irrigation department and electricity board and there was also 
no effective co-ordination between the bank and these government 
departments. 

93. Applications for loans for minor irrigation purposes were by and 
large canvassed by the agents of the approved suppliers of pumping sets 
(electric motors and oil engines). The suppliers also assisted the 
borrowers in obtaining non-encumbrance certificates from registery 
offices, land possession certificates from circle offices of the revenue 
department and technical feasibility certificates from the minor irriga¬ 
tion department. 
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94. Consolidation of land holding ( Chakabandi) has not been comple¬ 
ted in the state. The land holdings of the farmers in the state continue 
to be scattered. In view of this most of the middle and small farmers 
are not in a position to fruitfully avail of the long-term loans for minor 
irrigation purposes. We recommend that consolidation of land-holdings 
in the state should be completed early. Pending this, the bank should 
make efforts to give group loans to small farmers for which area-wise 
scheme should be drawn up. 

95. Under the loaning system in vogue in the bank, loans for redemp¬ 
tion of old debts could be given provided the debts are in the form of 
registered mortgage deeds of land in favour of the creditors. In tribal 
areas, due to restrictions in tenancy Acts, unscrupulous moneylenders 
had granted loans to tribal farmers against oral mortgages of their 
lands. With a view to providing loans to such indebted tribal farmers 
for getting them out of the clutches of the moneylenders (oral lessees) 
and get back possession of their lands the bank may grant loans in such 
cases provided the genuineness of such indebtedness is certified by 
competent authorities of the state government and ensure that the lands 
are actually restored to their true owners. 

96. The branch advisory committees should be asked to locate areas 
having irrigational potential where the bank could advance loans for 
minor irrigation purposes with the assistance of block, agriculture and 
minor irrigation departments. Thereafter, canvassing of loan applications 
from the borrowers should be done by the field staff of the bank and 
the co-operative department (co-operative extension supervisors/co- 
operative supervisors). 

97. The system of verification of utilization of loans is not very satis¬ 
factory in the bank. The same staff who are connected with the dispen¬ 
sation of loans are required to do the job of verification of utilization 
of loans. Due to pre-occupation of staff in dispensation of loans these 
staff generally do not pay adequate attention to verifying the use of the 
credit. It is, therefore, suggested that there should be division of work 
among the supervisors posted at the branches. According to loaning 
business of the branches, some supervisors should be posted to attend 
exclusively to verification of utilization of loans and submit comprehen¬ 
sive reports in this regard. Suitable proformas for different types of 
loans for submission of verification reports may be drawn up by the 
bank. Apart from this, the inspectors of the bank in the course of the 
inspection of the branches may make spot verification of at least 10 per 
cent of the loans advanced during the preceding year. In terms of the 
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Reserve Bank’s circular No. ACD.LDB.84/B. 1.71/72 dated 31 July 
1971 the borrowers of loans for electric motor, oil engines, tubewells and 
wells are required to invest 5 per cent and 10 per cent in the case of 
tractors out of their own resources besides making contribution of 
5 per cent towards the share capital of the bank. In order to strengthen 
the financial position of the bank, it is suggested that all borrowers of 
long-term loans may be required to contribute to the share capital of 
the bank at the rate of 10 per cent of their borrowings. However, small 
farmers may not be required to invest in the share capital of the bank 
at more than 5 per cent of the loans borrowed. 

Over due s 

98. The details of overdues of the bank for the last three years are 
furnished in Table 21. 


TABLE 21 


Position op Overdues 


Rs Lakhs 


Year 


Total demand 

Overdues 

Percentage of 
overdues to 





demand 

1970-71 


180.08 

59.43 

31.6 

1971-2 


318.77 

99.71 

31.3 

1972-3 


532.50 

179.00 

33.6 


99. The classification of the branches of the bank according to their 
overdues as on 30 June 1971, 30 June 1972 and 30 June 1973 is given 
in Table 22. 


TABLE 22 


Branches according to Overdues 



Category 

As on 

As on 

As on 


30-6-71 

30-6-72 

30-6-73 

(i) 

(«) 

No. of branches with overdues up to 15% of demand 
No. of branches with overdues above 15% but up to 

6 

14 

9 

25% of demand 

No. of branches with overdues above 25% but up to 

11 

16 

19 

(iii) 

40% of demand 

No. of branches with overdues above 40% but up to 

31 

36 

46 

(iv) 

50% of demand 

No. of branches with overdues above 50% of 

9 

7 

13 

(v) 

demand 

1 

— 

— 


Total . . 

58 

73 

87 
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100. The overducs of the bank were quite sizeable both in absolute 
terms and in terms of percentages during the past three years. They 
increased from Rs 59.43 lakhs as on 30 June 1971 to Rs 179.00 lakhs 
as on 30 June 1973. The percentage of overdues to demand increased 
from 31.6 as on 30 June 1971 to 33.6 as on 30 June 1973. Out of 87 
branches as on 30 June 1973 in as many as 59 branches the overdues 
were above 25 per cent of the demand. 

Reasons for Overdues 

101. The main reasons for the mounting overdues of the bank were 
the following: 

(a) Failure of crops due to severe drought and excessive rains 
resulting in floods. 

(b) Misutilisation of loans due to absence of the system of verifica¬ 
tion of utilization of loans and after care of the loans issued. 

(c) Delay in energization of completed tubewells. 

(d) Absence of adequate arrangements for initiating coercive 
action. 

(a) Failure of Crops 

102. The Bihar State witnessed successive crop failures since 1966-7. 
There was widespread failure of Bhadai and Kharif (1966) and Rabi 
(1966-7) crops. The unprecedented drought had affected the rural 
economy severely in more than half the area of the state involving a 
population of more than three crores including 70 lakh cultivators. As 
a result of the failure of the major crops, the repaying capacity of the 
cultivators in the greater part of the state was crippled. The bank could 
realise only 50% of its demand during the year 1966-7. Again, there 
was widespread failure of Bhadai and Kharif crops (1970) due to 
drought. Further, although there was good Rabi 1970-71 crop, untimely 
rains during March-April 1971 resulted in damage to the wheat crop 
(second major crop) which was lying in the fields after harvesting. The 
result was that as many as 221 out of 587 blocks were affected by 
drought/unseasonal rains. The state government in its revenue depart¬ 
ment identified 27 out of 59 sub-divisions entirely and 34 blocks falling 
in other sub-division as adversely affected in the Kharif 1972 season 
and accordingly issued circular instructions to the District Collectors 
to continue relief measures in these areas. At present, the bank has no 
stabilization arrangements to provide relief to the borrowers. 

(b) Misutilization of Loans 

103. The instructions regarding verification of utilization of loans were 
not being strictly followed by the branches. Even in cases of loans issued 



LAND DEVELOPMENT BANKING 


243 


for sinking of tubewells, digging of wells and levelling of land which 
are advanced in 2 or 3 instalments, the amounts of second or third 
instalments of loans are released to the borrowers without obtaining 
certificates regarding utilization of the amounts of earlier instalment 
from the field staff. The field staff should be required to submit final 
utilization certificates in prescribed proformas within prescribed time 
limit. Further, there is absence of arrangement for follow-up or after¬ 
care of the advances which was one of the important causes for the 
rise in overdues. 

(c) Delay in Energization of Tubewells 

104. There appeared to be lack of effective co-ordination between the 
bank and the concerned departments of the state government/electricity 
board connected with the implementation of the schemes sanctioned by 
the Agricultural Refinance Corporation. There was considerable delay 
on the part of the field officers of the state electricity board in providing 
electric connexions to completed tubewells financed by the bank. The 
result was that in several cases the beneficiaries were required to pay 
the first instalment of the loans advanced by the bank although they 
had not reaped the benefit of the tubewells due to their non-energiza¬ 
tions. Therefore, default by such beneficiaries was a natural consequence. 
To obviate such problems they may advance loans for this and other 
similar purposes on an area basis after making sure that there will be 
no delay on the part of the agencies concerned in regard to provision of 
electric connexions, etc. 

(d) Provision for initiating Coercive Action 

105. The branches issued demand notices to the borrowers in 
December/January advising them the annual instalment payable and 
the due date thereof. If any part of the instalment remained unpaid 
on the due date, the borrowers were again reminded to repay the instal¬ 
ment without any further delay. Simultaneously, a drive was launched 
by the field staff attached to the branches and the district officers for 
recovery of loans. Periodical returns about the collections effected were 
furnished by the branches to the head office. Since 1971 a separate 
section named ‘Recovery Section’ was functioning at the head office. 
The Section was headed by an officer of the rank of district officer. 
The other complement of staff was one branch manager, two clerks 
and one peon. The important functions of this section were: 

(a) Scrutiny and compilation of reports/returns received from 
the branches/district offices regarding recovery of dues, 

(b) Review of coercive action by the branches against defaulters, 

(c) Issue of circulars regarding collection of bank’s dues and 
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(d) Visits to the branches by the recovery officer and branch 
manager to ensure collections in bad pockets. 

106. After the close of the co-operative year, the executive committee of 
the bank reviewed the overdues position and authorised the branch 
managers to file award proceedings in the courts of the circle assistant 
registrars of co-operative societies against defaulters. The amount to be 
recovered through the award proceedings was not only the amount of 
defaulted instalment but the entire loan amount which was outstanding 
against the defaulters together with the overdue interest. After awards 
were obtained they were requird to be filed with the certificate courts of 
district co-operative officers for issue of distress warrants. The district 
co-operative officers who were vested with the powers of certificate 
officers for realising of co-operative dues, issued distress warrants and 
authorised the staff of the bank to execute the distress warrants. This 
process of filing award cases with the circle assistant registrars and then 
in the certificate courts for obtaining distress warrants consumed a lot 
of time. Delay in disposal of award cases by assistant registrars and 
issue of distress warrants by the district co-operative officers created 
adverse effects on the defaulters and other borrowers of the bank. 

107. Since there was no separate machinery for recovery of land 
mortgage bank’s dues, as obtaining in other states, the state government 
issued an ordinance on 25 June 1968 by way of an addition of a new 
chapter on land development bank in the Bihar and Orissa Co-operative 
Societies Act, 1935. The above ordinance was converted into a 
Presidential Act in 1969. One of the provisions therein related to recovery 
of loans by land development banks by distraint and sale of produce 
of the mortgaged land and any other movable property of the defaulter 
or by sale of the mortgaged property in the manner prescribed. 
Section 44.8 of the said ordinance reads as under : 

“ (1) During such period as the state government may, by general 
or special order, notify in the official Gazette it shall be 
competent for the Collector, on application being made to 
him in this behalf by a land development bank, to recover all 
sums due to the bank, including the cost of such recovery. 

(2) The collector or any person authorised by him in this behalf, 
shall recover all sums due to a land development bank in the 
following order and manner namely : 

(a) from the borrower as if there were arrears of land revenue 
due by him; 
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(b) out of the land for the benefit of which the loan had 
been granted as if there were arrears of land revenue 
in respect of that land; 

(c) from a surety, if any, as if there were arrears of land 
revenue due by him; and 

(d) out of property, comprised in the collateral security, if 
any, according to the procedure for the realization of all 
land revenue by the sale of immovable property other 
than the land on which the revenue is due. 

(3) The provisions of this section shall be subject to any tenancy 
law for the time being in force.” 

108. The state government in exercise of the powers conferred by 
sub-section (1) of section 44.8 (reproduced above) issued an order on 
4 December 1971, which was published in the Bihar Gazette Extra¬ 
ordinary dated 6 February 1971, empowering the collectors of districts 
for a period of three years from the date of its publication to recover 
the sum due to the land development bank including the cost of such 
recovery on an application being made to him in this behalf by the 
bank in accordance with the provisions of sub-section (2) of the said 
section. The district officers of the bank were authorised by the bank 
on 5 February 1972 to make application to the collectors in pursuance 
of the above provision for recovery of sums due to it from the defaulters. 
This procedure has facilitated recovery of the amounts due to the bank. 

109. The chief secretary to the state government has been issuing 
circulars every year in December on the eve of the recovery seasons 
addressed to all the collectors of the state urging upon them to take 
the matter of recovery of co-operative dues on the same urgent footing 
as the recovery of government dues. In the circulars it was emphasised 
on the collectors the necessity of involving themselves in a very big 
way in the matter of recovery of co-operative dues particularly in the 
matter of execution proceedings, taking action against persons involved 
in the temporary misappropriation of funds, embezzlement etc. Similarly, 
the Registrar of Co-operative Societies also issued circular on the eve 
of the recovery season to all the divisional joint registrars, district co¬ 
operative officers, assistant registrars of co-operative societies, executive 
officers of central co-operative banks and block development officers 
to gear up the collection machinery so that the demands of the co¬ 
operative banks were collected to the maximum possible extent in order 
to ensure a free flow of co-operative credit in the coming year. While 
a lot of efforts are being made every year by the field staff and officers 
of the state government and the co-operative department to realise the 
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short-term and medium-term dues of the central co-operative banks, 
the realization of long-term dues remains the sole concern and responsi¬ 
bility of the state land development bank as no concrete help is extended 
to the bank by the staff and officers of the state government and co¬ 
operative department. We make the following suggestions in regard to 
the recovery of dues of the bank : 

(i) After the closure of a co-operative year, the bank should collect 
detailed information, data from the branches and prepare 
branch-wise analysis of overdue* according to purposes of 
loans, landholdings of borrowers and instalment-wise. Branch- 
wise lists of recalcitrant defaulters should also be prepared and 
concentrated efforts should be made to realise dues from 
such defaulters. 

(ii) There is no separate staff at the branch level exclusively to 
attend to the collection of the dues and execution of distress 
warrants. It is suggested that the bank should provide 
temporary collection peons to the branches for a period of 
three months from April to June and one land valuation 
officer to exclusively attend to the recovery of dues. 

(iii) For execution of distress warrants for all co-operative dues 
whether short-term, medium-term and long-term there should 
be one collection squad attached to each central co-operative 
bank. These squads should execute distress warrants obtained 
by the central co-operative banks and the branches of the 
land development bank. 

(iv) The instructions issued every year on the eve of the recovery 
seasons by the chief secretary and the Registrar of Co¬ 
operative Societies should also cover all aspects of realization 
of dues of the land development bank. 

(v) Certificate officers be provided in each district by the state 
government exclusively for disposing of certificate cases of the 
land development bank. 

Position of Arbitration Cases filed by the Bank 

110. The details of decrees obtained by the bank against defaulters 
as on 31 March 1973 are furnished in Table 23. 

Inspection and Audit 

(a) Inspection 

111. (i) The bank was not inspected by any officer of the co-operative 
department during the last few years. The Study Team feels that the 
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TABLE 23 

Arbitration Cases filed 


Rs Lakhs 


Particulars 


As on 31-3-1973 
Number Amount 


A. Overdues as on 30-6-1972 

B. Decrees obtained through the previous process of award cases 

(i) Decrees obtained 

(ii) Decrees under execution 

(iii) Decrees not sent for execution 

C. Direct certificate cases filed without undergoing the initial 
process of award cases 

(i) Direct certificate cases filed .. 

(ii) Distress warrants received from certificate courts 

(iii) Distress warrants executed .. 

(iv) Distress warrants not executed 


N.A. 

99.71 

1407 

109.29 

1099 

57.31 

303 

51.98 


3723 

72.28 

2316 

51.82 

1079 

23.84 

1237 

27.98 


bank should be inspected at least once a year by an officer of the co¬ 
operative department who should not be below the rank of Joint 
Registrar of Co-operative Societies. The branches of the bank should 
also be inspected by the circle assistant registrars on an annual basis 
and special attention should be paid by them to verification of utilization 
of loans. 

(ii) Though there are instructions for internal inspection of the 
branches by officers of the bank these are not being strictly followed. 
The questionnaire drawn up for inspection of the branches should be 
suitably revised and regular inspection of the branches at periodical 
intervals should be ensured. 


(b) Audit 

112. Till 30 June 1970 the maintenance of loan accounts, viz., loan 
ledger, demand collection and balance register etc., was centralised at 
the head office of the bank. Therefore, there was no problem of audit 
of the branches of the bank till the year 1969-70. The maintenance of 
accounts in the bank was decentralised since the year 1970-71. From 
1 July 1970, 20 branches and from 1 January 1971 all the branches are 
required to maintain loan ledgers, demand, collection and balance 
registers, general ledger etc. The decentralisation of branches accounting 
has necessitated their full-fledged audit. The audit report of the bank 
for the year 1970-71 could be submitted as late as in February 1973 
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and that too without balancing and tallying loan, shareholders accounts, 
etc. In view of the sharp increase in the loaning operations of the 
bank during the last few years, the co-operative department realizing 
the importance of the audit of the branches of the bank decided 
that all the branches should be audited and separate audit reports on 
the branches should be prepared. In terms of circular No. 12914 dated 
1 November 1972 issued by the Joint Registrar (Audit), Co-operative 
Societies, completion of audit of all the branches numbering 73 for the 
year 1971-2 by the field audit staff is to be ensured by district audit 
officers. It is gathered that due to poor maintenance of books of accounts 
at the branches there has been delay in completion of audit for the 
year 1971-2. The co-operative department may ensure that the audit of 
the bank is completed within six months of the close of the co-operative 
year to which the audit report relates. 


Schemes Sanctioned by Agricultural Refinance Corporation (ARC) 

113. ARC had sanctioned five minor irrigation schemes and one 
scheme for land reclamation and mechanization of agriculture in the 
Kosi area for implementation in the state through the Bihar State 
Co-operative Land Development Bank. These schemes involved a total 
financial outlay of Rs 961.00 lakhs, the commitment of ARC being 
Rs 865.00 lakhs. Of these, two minor irrigation schemes, viz., the Patna- 
Darbhanga Minor Irrigation Scheme and the Monghyr Minor Irrigation 
Scheme have already been completed and the rest are under various 
stages of implementation. None of the schemes could be implemented 
as per the phasing originally approved by the Corporation.. Owing to 
the unsatisfactory progress made in implementation of the schemes, the 
bank had to approach the Corporation, in certain cases, more than 
once for rephasing of the original targets (financial and physical) 
approved. 

A. Reasons for Slow Progress in Minor Irrigation Schemes 

114. The main reasons for unsatisfactory progress in implementation 
of the minor irrigation schemes were, viz., (i) delay in energization of 
completed tubewells by the electricity board, (ii) delay in execution 
of work orders for installation of tubewells by the minor irrigation 
department, (iii) scarcity of materials, (iv) want of adequate action 
on the part of the bank staff to canvass for loan applications and 
subsequent follow-up action, (v) popularity of cheap bamboo tubewells 
in certain areas, and (vi) scattered small holdings in the areas of some 
of the schemes. 
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B. Reasons for slow progress in the Kosi Project Land Reclamation 
Scheme 

115. Some of the reasons for slow progress in the scheme, as advanced 
by the state soil conservation department which was responsible for land 
levelling work under the scheme, were as under : 

(a) Consolidation of Holdings 

The work relating to consolidation of holdings in Kosi Command 
area was started in January 1972 and since then cultivators have become 
reluctant to make any fresh investment in their holdings as they were 
not sure that the particular land in which improvements were effected 
would be allotted to them under the consolidation proceedings. 

(b) Non-availability of Water 

Many of the cultivators were not coming forward to have their 
lands levelled as they were not sure that they would get water from 
canal irrigation immediately after the levelling work was completed. 

(c) Reluctance on the part of Tractor Owners to take up Levelling 

Though a large number of tractors were financed under the 
scheme, most of the tractor owners had not undertaken any land levelling 
for others. They found that ploughing operations and haulage brought 
them more income as compared with land levelling, which was less 
remunerative and also required more technical skill. Further, it was 
difficult to enforce the agreement obtained from tractor owners under¬ 
taking to level land belonging to others. 

(d) Security for Loans 

Though the financial requirement of land levelling was about 
Rs 200 per acre, agriculturists were required to mortgage their land 
to avail themselves of loans under the scheme, which procedure besides 
being expensive, was cumbersome- Cultivators were, therefore, reluctant 
to mortgage their land for availing of loans for small amounts. 

(e) Lack of Co-ordination between various Departments 

The project executive officer/block development officers and their 
staff who were responsible for canvassing of loan applications under 
the scheme had not given much importance to land reclamation work. 

Due to slow and unsatisfactory progress of the scheme, the Director 
of Soil Conservation Department has prepared a proposal for rephasing 
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the scheme recently and has submitted the same to the Registrar, Co¬ 
operative Societies, Bihar on 29 October 1973 for being forwarded to 
the Corporation. 

C. ARC Schemes/IDA Schemes Sanctioned!likely to be Sanctioned 

116. The IDA has approved an agricultural credit project for intensive 
development of minor irrigation in the erstwhile Tirhut Division of 
North Bihar. The Bihar State Co-operative Land Development Bank 
Ltd., which will be one of the major participating banks in this credit 
project is likely to issue loans under this project to the extent of 
Rs 22.365 crores. 


D. Co-ordination with Other Departments 

117. There appeared to be no proper co-ordination between the bank 
and the several departments of the state government connected with 
the implementation of the normal schemes and schemes sanctioned by 
the Agricultural Refinance Corporation as also between the government 
departments inter se. It was observed that although the responsibility 
for implementation of the Kosi Land Reclamation and Agriculture 
Mechanization Scheme and the Purnea-Saharsa Minor Irrigation Scheme 
were entrusted to the Kosi Area Development Commissioner, the imple¬ 
mentation of these schemes had lagged very much behind schedule. 
While the reasons attributed earlier were mainly responsible for the 
slow progress in implementation of these schemes, lack of effective control 
over the staff of the Minor Irrigation Department, Soil Conservation 
Department, Electricity Department etc. posted in the area by the Kosi 
Area Development Commissioner also contributed to some extent to 
the unsatisfactory progress. In other scheme areas, the services of officers 
of the rank of Deputy Registrar/Sub-Divisional Officers/District Co¬ 
operative Officers were placed by the state government at the disposal 
of the bank for being appointed as project officers of the schemes. The 
officers of junior rank mentioned above were not able to effectively 
control or co-ordinate the activities of the various departments, the 
officials of which in the district were senior to them in status. The 
Study Team is of the opinion that the implementation of special 
schemes should be made the responsibility of officers not below the 
rank of District Magistrates and officers of other departments connected 
with implementation of the schemes should be put under their direct 
administrative control till such time as the schemes are under 
implementation. 



LAND DEVELOPMENT BANKING 


251 


E. Groundwater Investigation Division in Bihar 

118. The existing groundwater investigation division consists of one 
division in charge of an executive engineer with an assistant geologist 
and two sub-divisions in charge of assistant engineers with supporting 
staff. A proposal for expansion of the Groundwater Organization into 
a circle with three executive engineers’ nine teams (sub-divisions) is 
under consideration of the government. So far the plateau areas have not 
been covered by the present Organization. The proposed circle will have 
a separate unit under a senior geologist to cover the plateau areas of 
the state. As soon as the Organization is adequately expanded and 
equipped, the well technology and other researches will be taken up. 

119. The systematic geohydrological investigation in the state as 
initiated by the Geological Survey of India and the Exploratory Tube- 
wells Organization (now Central Groundwater Board). They drilled 
a number of tubewells and conducted aquifer performance tests on 
these wells. A number of water samples were also analysed. The 
Geological Survey of India have done some geophysical travesting and 
bore logging also. The Geological Survey of India published a report 
and a map on the feasibility of tubewell irrigation in the state in 1968. 
The map shows different geohydrological zones suitable for high, 
moderate and low yielding tubewells. 

120. State tubewells numbering 2,218 and about 38,000 private tube¬ 
wells have been drilled in the state through government agencies. Some 
tubewells completed out of private funds are not included in this figure. 

121. The Groundwater Investigation Division, Patna is engaged in 
collecting up-to-date data of state and private tubewells and collecting 
aquifer samples from the current programme of state tubewells for 
analysis. Because of the over-growing number of tubewells, it has 
become essential to make quantitative assessment of groundwater 
potentialities. Hence a preliminary assessment of the groundwater 
recharge due to rainfall only has been computed for each district based 
on Prof. Chaturvedi’s formula. The total draft of groundwater is 
regularly corrected according to latest figures of state/private tubewells. 

122. Seasonal and monthly static water level measurements have been 
initiated and pre and post monsoon depth to water maps for 1972 have 
been prepared. Pre-monsoon D.T.W. map for 1973 is being prepared. 
Construction of observation wells around selected state tubewells 
for conducting pump tests is already in progress. The Geological 
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Survey of India map showing different geohydrological zones has been 
revised by this division on the basis of latest information. A summary 
report on feasibility of tubewell irrigation in all the drought affected 
districts has been circulated. 

123. A laboratory for aquifer grading analysis is being set up in the 
division and arrangements are being made to carry out chemical 
analysis of water samples. It is proposed to have an exploratory drilling 
unit and one geophysical unit during the current financial year. 


Loans to Small Farmers 


(i) General 

124. The bank had vide its circular No. 6730 dated 11 June 1973 
advised its branches and field officers to ensure that at least 20 per cent 
of loans to be advanced during the financial year 1973-4 should benefit 
the small farmers. It was, however, observed during our visit to the 
bank’s branches at Deoghar, Samastipur, Jaynagar, Motihari and 
Bettiah that no details showing acreage-wise classification of loans were 
maintained. Further, the bank had not defined ‘small farmers’ for 
different areas according to their geophysical conditions. In the absence 
of prescribed definitions of small farmers, the branches were unable to 
observe the above voluntary discipline. 

(ii) Loans in SFDA/MFAL Project Areas 

125. Three SFDAs in the districts of Pumea, Champaran (since split 
up into 2 districts, viz., East Champaran and West Champaran) and 
Patna (since divided into 2 districts of Patna and Nalanda) and 
2 MFALs in the districts of Shahabad (now 2 districts of Bhojpur 
and Rohtas) and Ranchi have been set up. The details of loans given 
by the land development bank in the SFDA/MFAL areas are given 
in Table 24. 


TABLE 24 


Loans given in SFDA/MFAL Areas 

Rs Lakhs 



SFDA 

1972-3 


1973-4 

Target 

Achievement 

Target 

Achievement 

1 . 

Pumea 

.. 16.00 

14.93 

23.00 

1.61 

2. 

Champaran 

34.30 

1.59 

59.84 

— 

3. 

Patna 

45.71 

6.79 

N_A. 

N.A. 
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126. In the case of MFAL projects at Shahabad and Ranchi, no 
targets had been fixed so far for loaning by the land development bank. 

127. We were given to understand that barring the SFDA, Purnea, 
other agencies, viz., Champaran and Patna were not paying any 
managerial subsidy to the land development bank. The SFDA, Purnea 
has been paying to the bank managerial subsidy on a tapering basis 
for the posts of 1 legal assistant, 5 land valuation officers and 5 
supervisors. All the three agencies have not made any contribution 
towards the risk fund in the land development bank. In the case of 
the SFDA, Purnea, the bank had recently agreed {vide its circular 
No. 2937/Plan (1)/12-S.F.D.A., Pu/71-72 dated 2 November 1973) 
to charge only 50 per cent of the administrative charges and legal fees 
from the small farmers under the agency and such a facility was not 
allowed to the small farmers in the areas of other agencies as they were 
not paying managerial subsidy to the bank. Further, only one agency, 
viz., Purnea was releasing the amount of subsidy (25 per cent of loans 
for minor irrigation works) in lump sum to the land development bank, 
in anticipation of sanction of loans to the identified farmers. In the case 
of other agencies the subsidy was received after the disbursement of 
the loan. 

Viability of the Branches 

128. Initially, 17 branches at the rate of one in each of the old 
districts of the state were opened by the state government and services 
of staff were provided free of cost. The bank has in course of time 
established a wide network of branches with a view to bringing long¬ 
term financial facilities for the development of agriculture closer to 
farmers in the state. As on 30 June 1972 the bank had 73 branches 
(since increased to 87 as on 30 June 1973). On the basis of loan business, 
the branches of the bank numbering 73 as on 30 June 1972 may be 
classified as given in Table 25. 

For the purpose of assessing the viability of each of these branches, 
the norms adopted by us are spelt out below : 

(a) Period 

129. For the purpose of assessing the potential viability of all the 
branches of the bank as on 30 June 1972, the period of three years 
adopted in the study was taken as from 1 July 1972 to 30 June 1975 
uniformly. 
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TABLE 25 

Branches Accoedino to Loans Outstanding 


Rs Lakhs 


Loans outstanding as on 30-6-1972 

Number of 
branches 

Amount 

1 . 

Up to Rs 5 lakhs. 

12 

25.46 

2. 

Above Rs 5 lakhs and up to Rs 10 lakhs 

5 

39.48 

3. 

Above Rs 10 lakhs and up to Rs 20 lakhs 

9 

130.17 

4. 

Above Rs 20 lakhs and up to Rs 30 lakhs 

15 

376.19 

5. 

Above Rs 30 lakhs and up to Rs 40 lakhs 

12 

402.90 

6. 

Above Rs 40 lakhs and up to Rs 50 lakhs 

6 

268.39 

7. 

Above Rs 50 lakhs and up to Rs 60 lakhs 

4 

219.04 

8. 

Above Rs 60 lakhs and up to Rs 75 lakhs 

3 

200.51 

9. 

Above Rs 75 lakhs and up to Rs 100 lakhs .. 

4 

335.56 

10. 

Above Rs 100 lakhs . 

3 

307.82 



73 

2305.52 


(b) Loan Business 

130. The total loans outstanding both under the normal programme 
and under special schemes as on 30-6-1972 have been taken as loans 
outstanding at the beginning of the year 1972-3. For arriving at the 
estimated loan business for the subsequent years under normal pro¬ 
gramme the level of loan business of a branch attained during the 
year 1971-2 was taken as the basis and an annual increase of 25 per cent 
(i.e. increase) allowed. For instance, if the advances of a branch 
under the normal programme amounted to Rs 4.00 lakhs during 1971-2, 
the projected advances during 1972-3, 1973-4 and 1974-5 were assumed 
at Rs 5.00 lakhs, Rs 6.25 lakhs and Rs 7.81 lakhs respectively. However, 
in the case of 15 branches opened during 1971-2 actual amount of 
loans advanced during 1972-3 have been taken into account. As regards 
advances under ARC-refinanced schemes 80 per cent of loaning targets 
under various schemes in execution have been taken into account 
according to the sanctioned phasing/rephasing by the Agricultural 
Refinance Corporation. Where district-wise schemes have been 
sanctioned and bank-wise allocation of loaning targets has not been 
prepared, the figures of loaning targets have been allocated by us to 
the branches functioning in the scheme areas in the ratio of past 
performance or equally among the branches in the scheme area. 

(c) Average Loan Amounts 

131. Each loan case was assumed to be on an average of the order 
of Rs 5,000. The total loans outstanding at the beginning of the year 
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1972-3 and projected outstandings at the beginning of the year 1973-4 
and 1974-5 were divided by 5,000 to arrive at the number of loan 
cases at the beginning of the respective years. The projected figures 
of advances during 1972-3, 1973-4 and 1974-5 were also divided by 
5,000 to arrive at the number of new cases during these years. 

(d) Staff 

132. It was assumed that for being viable each branch of the bank 
should have a minimum complement of staff under the following 
categories: 


(i) Branch Manager 1 

(ii) Land valuation officer 1 

(iii) Supervisor 1 

(iv) Accounts clerk 1 

(v) Clerk 1 

(vi) Peon 1 


Technical Supervisor 

133. Either the bank should have its own technical officer according 
to the norms prescribed in this regard for appraisal work or this work 
may be specifically entrusted to the sectional officers of the minor 
irrigation department for which clearcut orders of the state government 
may be issued. Presuming that the bank decides to have its own technical 
supervisor in absence of clearcut orders of the state government then 
it was assumed that a branch having outstanding loans amounting to 
Rs 60 lakhs at the beginning of the year should have a technical 
supervisor of its own. It was also considered that there should be 
one technical supervisor for two to three smaller branches in a district 
and that he should be attached to the office of the district officer, the 
cost of his services being borne by the head office of the bank. 

134. The cost of services of the above categories of staff adopted for 
the study is given in Table 26. 

135. As per IDA’s guidelines for organization and appraisal procedure 
it is required that a bank appraisal team consisting of a supervisor 
(land valuation officer/supervisor in the case of this bank) of the 
lending bank and a technical officer (engineer or geologist) would 
visit the applicant’s farm on a group basis. The nature of work which 
the technical officer is expected to perform under the guidelines will 
necessitate a very high degree of technical know-how especially regarding 
groundwater resources. Under the existing set-up of the bank no 



256 REPORT ON LAND DEVELOPMENT BANK IN BIHAR 


TABLE 26 

Estimated Expenditure on Staff 


Amount in Rs 


Category of staff 


Average total 
emoluments 
per month 
including 
T.A. 

Emoluments 
per annum 


1 . 

Manager 


550 

6600 


2. 

Technical supervisor 


500 

6000 

(If appointed 






by the bank) 

3. 

Land valuation officer 


450 

5400 


4. 

Supervisor 


300 

3600 


5. 

Accounts clerk . . 


350 

4200 


6. 

Clerk 


300 

3600 


7. 

Peon 


200 

2400 



Total 


2650 

31800 

- 


technical job was done by the branches. In regard to sinking of tubewells 
the job is being attended to by the technical staff of the minor irrigation 
department of the state government. In connexion with loans for sinking 
of wells and levelling of land, the borrowers themselves get the estimates 
of expenditure prepared by the overseers of community development 
blocks/public works department/local bodies. In fact, the present 
system of technical appraisal of loan cases under normal schemes is 
far from satisfactory. In view of this it has been assumed that each 
branch having loan business outstanding of Rs 60 lakhs and above 
should have one technical supervisor and the entire cost thereof at 
Rs 500 per month should be borne by the branch. For smaller branches, 
the head office should provide the services of one technical supervisor 
covering two to three branches and he should be attached to the office 
of district officer. The bank need not appoint its own technical 
supervisors if the state government issues clearcut orders placing the 
responsibility of appraisal work of the bank on the sectional officers 
of the minor irrigation department. 

136. The bank is having generally one land valuation officer at each 
branch. Under the loaning procedure in vogue in the bank, loan cases 
up to Rs 5,000 could be scrutinized and appraised ordinarily by a 
supervisor and all cases above Rs 5,000 either by a land valuation 
officer or the branch manager. It has been assumed that the ratio of 
strength between land valuation officers and supervisors for bigger 
branches should be 1 : 3. 
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137. It has been assumed that each branch should have one accounts 
clerk to write the books of account and prepare the necessary periodical 
statements/retums. The number of accounts clerks in the bigger 
branches has been taken as under : 


Loans outstanding 

No. of accounts 
clerk 

Up to Rs 60 lakhs 

1 

Above Rs 60 lakhs and up to Rs 120 lakhs 

2 

Above Rs 120 lakhs 

3 


138. The requirement of number of land valuation officers, supervisors, 
clerks and peons has been worked out on the following basis : 

(a) One land valuation officer/superviscr for about 400 old cases 
and one land valuation officer/supervisor for about 200 new 
applications and the area of jurisdiction of a supervisor is 
confined to a block or 50 villages. The ratio between the 
strength of land valuation officers and supervisors has been 
taken at 1 : 3. There should at least be one land valuation 
officer and one supervisor at each branch. Maximum strength 
of both the category of staff at a branch should not exceed 12. 

(b) One clerk for about 600 cases old and new. Maximum strength 
of clerical staff including accounts clerks should not exceed 10. 

(c) One peon up to loans outstanding of Rs 20 lakhs at the 
beginning of the year, two peons beyond loans outstanding 
of Rs 20 lakhs and up to Rs 60 lakhs, three peons for loans 
outstanding beyond Rs 60 lakhs and up to Rs 100 lakhs and 
four peons for loans outstanding above Rs 100 lakhs. 

Other expenses 

139. The following minimum expenses (other than expenses on staff) 
of a branch for loan business up to Rs 0.35 lakh has been assumed. 


Rs Lakhs 


Item 

Expenditure 


per annum 

(i) Office rent 

0.02 

(ii) Sitting fees to branch committee members 

0.01 

(iii) Contingent expenses 

0.02 


0.05 
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140. It has been further assumed that other expenses of the branch 
would increase with the increase in business subject to a maximum of 
Rs 0.10 lakh per annum as under : 

TABLE 27 

Estimated Other Expenses at Branches 

Rs Lakhs 


Loans outstanding at the beginning of the year Other expenses 


1. Up to Rs 35 lakhs . 0.05 

2. Above Rs 35 lakhs up to Rs 45 lakhs .. .. .. .. .. 0.08 

3. Above Rs 45 lakhs up to Rs 55 lakhs .. .. .. .. .. 0.07 

4. Above Rs 55 lakhs up to Rs 65 lakhs .. .. .. .. .. 0.08 

5. Above Rs 65 lakhs up to Rs 75 lakhs .. .. .. .. .. 0.09 

6. Above Rs 75 lakhs .. .. .. .. •. •• •• 0.10 


Legal Assistants 

141. Under the existing system in vogue, the branches do not have 
any legal assistants. The branches are required to pass on the documents 
relating to the ownership of lands of borrowers along with non¬ 
encumbrance certificate and possession certificate to one of the profes¬ 
sional advocates/legal advisers of the place approved by the bank. 
The legal fee charged by the branch from the beneficiary is passed 
on in full to the advocate/legal adviser. It has been assumed that the 
present institution of legal advisers would continue. 

Branch Audit 

142. The concurrent as well as final audit of the bank is conducted 
by the auditors of the co-operative department of the state government. 
Since the year 1970-71 the maintenance of accounts has been only 
partially decentralized. In connexion with the finalization of audit report 
of the bank, test check of accounts maintained at a few branches 
is conducted by the auditors. For the audit of the bank, for the year 
1971-2 all the branches of the bank are being audited by departmental 
auditors as per circular No. 12914 dated 1 November 1972 issued by 
the Joint Registrar (Audit) of Co-operative Societies. Since the audit 
constitutes an important item of head office control over the branches, 
the expenditure on audit fees is to be entirely borne by the head office. 

Admission Fees, Administration Fees, Legal Fees 

143. The bank collects admission fees, administration fees and legal 
fees at the following rates : 
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Admission fee — Re 1 per member 

Administration fee — It is charged at the rate of 50 paise 

per Rs 100 of the loan applied for, 
subject to a minimum of Rs 10 and 
maximum of Rs 30. The entire 
amount collected by the branch by 
way of admission fee and administra¬ 
tion fee is passed on to the head 
office. It is assumed that this practice 
would continue. 

Legal fee — Legal fee is charged at the rate of 

Rs 5 per Rs 1000 of loan applied for, 
subject to a minimum of Rs 5 and 
maximum of Rs 20. As stated earlier, 
the legal fee so collected is passed on 
entirely to the legal advisers. It is 
assumed for the purpose of this study 
that this practice will continue and 
will not form part of income either 
of the branch or of the head office. 

Lending Programme 

144. As stated earlier, the loaning programme of the branches of the 
bank has been worked out on a realistic basis as far as possible. Keeping 
in view the past performance of each branch while projecting the 
lending programme, in addition to the assumptions made earlier, the 
Study Team has adopted the following other criteria : 

(i) Demand for the year has been assumed as 10 per cent of the 
loans outstanding at the beginning of the year and recoveries 
estimated at (i) 70 per cent and (ii) 85 per cent of the 
demand. In other words, it has been estimated that (i) 7 per 
cent and (ii) 8.5 per cent of the loans outstanding at the 
beginning of the year would be realized during the year in 
above two assumed situations. 

(ii) Where figure of loans outstanding as on 30 June 1972 in 
respect of a new branch carved out of an old branch has not 
been worked out and is furnished by the bank for the twoj/ 
three branches together, the same has been bifurcated 
according to the figure of the demand for the year 1971-2. 

Margin 

145. The bank has so far floated ordinary debentures bearing interest 
at the rates of 5.75 per cent and 6 per cent per annum and special 
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development debentures at 6 per cent and 6.50 per cent per annum. 
It has been presumed that the bank will continue to float ordinary 
debentures bearing interest at 5.75 per cent and 6 per cent per annum 
and special development debentures at 6.5 per cent during the three 
years period ending 30 June 1975. The average borrowing rate of 
the bank has been assumed at 6.25 per cent per annum. Till June 1971, 
the rate of interest charged from individual borrowers was 8.5 per cent 
per annum. During the period 1 July 1971 to 30 June 1973 loans 
were advanced by the bank at interest rate of 9 per cent per annum. 
Since July 1973 the rate of interest is 9.50 per cent per annum. It has 
been assumed that during the period 1 July 1972 and 30 June 1975 
the average rate of interest on loans would be 9.25 per cent per annum. 
Thus, a margin of 3 per cent would be available to the bank during 
the period ending 30 June 1975. Out of this it has been assumed that 
the head office would retain 1.50 per cent for meeting the cost of staff 
at the head office, district offices and regional offices, payment of 
dividend, appropriation to reserves, branch control, management etc. 
Therefore, the share of the branches in the income would work out to 
1.50 per cent, i.e., 50 per cent of the total margin of 3.00 per cent. 
Accordingly, while working out their profitability, the margin on the 
income of interest has been assumed at 1.5 per cent on the loans out¬ 
standing at the beginning of the year. While calculating interest margin 
on business accrued during the year, benefit has been given for only half 
of the quantum of loans advanced. This has been assumed in view of 
the fact that advances made during the course of the year would not 
run for a period of full twelve months but would vary according to 
the months during which they were made. The viability of the branches 
during the period 1 July 1972 to 30 June 1975 has been assessed by 
presuming the two positions of collections at 85 per cent and of 70 per 
cent interest that would accrue to the branches. 

146. The study based on assumption that the bank would gear up its 
collection machinery and achieve collection at 85 per cent of demand 
during the three year period ending 30 June 1975 reveals that out of 
73 branches as on 30 June 1972, 37 branches (51 per cent) are viable, 
22 branches (30 per cent) are potentially viable and the remaining 14 
branches (19 per cent) would remain non-viable till 30 June 1975 
(Vide Statement attached). If the assumed collections of the bank 
remained around 70 per cent of the demand during the three year 
period ending 30 June 1975 out of 73 branches as on 30 June 1972, 23 
branches (31 per cent) are viable, 29 branches (40 per cent) are 
potentially viable and the remaining 21 branches (29 per cent) would 
remain non-viable till 30 June 1975 (Vide Statement attached). 



VIABILITY OF BRANCHES 


261 


147. The bank opened 14 new branches during the year 1972-3 
increasing the total number of branches from 73 as on 30 June 1972 
to 87 as on 30 June 1973. The viability position of the parent branches 
is given in Table 28. 


TABLE 28 

Viability or Branches 


Name of parent Name of new Remarks 

branch branch 

1. Bhabua 1. Mohania The Bhabua branch is considered by us as 

viable. The new branch at Mohania may 
become viable in due course as there is scope 
for adequate business for the bank in the area. 

2. Arrah 2. Bihea The Arrah branch is considered by us as viable. 

The new branch at Bihea is also implementing 
special scheme (ARC) and has potentialities 
for adequate business. 

3. Banka 3. Bausi The branch at Banka is considered by us as a 

viable unit. The new branch opened at Bausi 
may become viable in due course. 

4. Bhagalpur 4. Kahalgaon The branch at Bhagalpur is considered by us 

as a viable unit. The new branch at Kahalgaon 
may become viable in due course. 

5. Jamui 5. Chakai The branch at Jamui is considered by us 

viable (at 85% collections)/ potentially viable 
(at 70% collections). The opening of Chakai 
branch and transfer of area and business might 
have affected the viability position of the parent 
branch. However, the Chakai branch has 
potentialities for adequate business. 

6. Begusarai 6. Bakhri The branch at Begusarai is considered by us 

viable. The new branch at Bakhri may become 
viable in due course. 

7. Daltonganj 7. Latehar The branch at Daltonganj is considered by us 

potentially viable. Like the other branch in 

8. Patau the district of Palamau at Garhwa, these two 

branches would also remain non-viable units 
for a few years to come. 

8. Chatra 9. Hazaribagh The present branches are considered by us as 

non-viable units. The new branches will also 

9. Simdega 10. Ranchi remain non-viable units for a few years to come. 

10. Basantpur 11. Siwan The present branch is considered by us as 

viable. The new branch may become viable 
in due course. 


11. Mirganj 

12. Minapur 

13. Hajipur 


12. Gopalganj 

13. Muzaffarpur 

14. Mahua 


-do- 

-do- 


The parent branch at Hajipur is considered by 
us as potentially viable. The opening of the 
new branch might have affected the viability 
position of the parent branch. However, the 
Mahua branch has potentialities for adequate 
b u sines s . 
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148. The Study Team feels that before opening a new branch the 
bank should study in detail the prospects of the new branch and the 
effect on the parent branch due to transfer of area of operation and 
a portion of loans outstanding of the parent branch. Further, no new 
branch should be opened in the Santhal Parganas District unless the 
Santhal Parganas Tenancy Act, 1949 is suitably amended and restric¬ 
tions on alienation of land at least in favour of co-operatives are removed 
and adequate subsidy for at least 10 years is assured by the state 
government. Further, no new branch in the Chotanagpur Division 
(districts of Ranchi, Dhanbad, Palamau, Hazaribagh, Singhbhum and 
Giridih) should be opened without assured managerial assistance from 
the state government for at least a period of 10 years. 

Prospective Role of the Bank 

149. Geographically, the state of Bihar is divided into three regions 
namely, the plains of North Bihar comprising the districts of Chapra, 
Siwan, East Champaran, West Champaran, Muzaffarpur, Hajipur, 
Sitamarhi, Dharbhanga, Samastipur, Madhubani, Begusarai, Saharsa, 
Pumea, Khagaria sub-divisions of Monghyr District and a few blocks 
of Bhagalpur District, the plains of South Bihar consisting of Patna, 
Nalanda, Bhojpur, Rohtas, Gaya, Aurangabad, Nawadah, Monghyr 
and Bhagalpur Districts and the plateau region comprising the districts 
of Palamau, Ranchi, Hazaribagh, Giridih, Dhanbad and Santhal 
Parganas. While the plains of North and South Bihar are fertile lands 
accounting for a major portion of the agricultural production in the 
state and with immense irrigational potentialities, the Chotanagpur 
Region which covers a large hilly tract is dependent mostly on rainfall 
for cultivation. Because of these reasons, the bulk of the loan transac¬ 
tions of the bank is confined to the plains and a large number of 
branches of the bank is also located in this area. The position as on 
30 June 1972 is furnished below in Table 29. 

TABLE 29 

Loams outstanding at Branches Region-wise 


Region 

No. of 
branches 

Loans outstanding 


Amount 

Rs Lakhs 

Percentage 
to total 

1. North Bihar 

37 

1533.67 

66.5 

2. South Bihar: 

(i) Plains 

24 

728.17 

31.6 

(ii) Plateau region of Chotanagpur and 
Santhal Parganas. . 

12 

43.40 

1.9 


73 


2305.24 


100.0 
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The state was having three tenancy acts in 29 districts (as on 30 June 
1973), viz., the Bihar Tenancy Act for the 22 districts in the plains 
of North and South Bihar, the Chotanagpur Tenancy Act for the 
six districts (Palamau, Hazaribagh, Giridih, Dhanbad, Ranchi and 
Singhbhum) and the Santhal Parganas Tenancy Act covering the 
Santhal Parganas District. A large percentage of population in the 
plateau region represents scheduled tribes and with a view to protecting 
their interests, transfer/alienation of land by members belonging to 
scheduled tribes is restricted and is permitted only under certain 
conditions. Because of the economic backwardness of the region, lack 
of scope for loans for irrigational purposes and the restrictive features 
in the last two tenancy acts mentioned above, the bank has not been 
able to do business to any significant extent in the Chotanagpur Region 
and Santhal Parganas District. Further, even from the economic point 
of view the scheduled tribes people are very backward and because 
of the geographical factors and low yield of lands, the market price 
of land is very low which inhibits borrowings by them to any significant 
extent. All these factors have contributed to the branches of the bank 
in the Chotanagpur plateau remaining as non-viable units even though 
some of them have been in existence for a number of years. 

150. According to a recent study, whereas the rural population of 
Bihar formed about 11.6 per cent of the country’s total rural population, 
its share in the country’s total agricultural income had come down from 
10.5 per cent to 7.6 per cent during 1960-61 to 1970-71. Viewed in 
absolute terms, however, the state has made definite progress in adop¬ 
tion of the modern methods of agriculture and the use of high yielding 
varieties of seeds and fertilizers in recent years. 

151. The details of district-wise total area, net area sown, gross area 
sown and gross area irrigated for the year 1969-70 arc furnished in 
Table 30. 

152. The Working Group set up by the Planning Commission for 
considering the Fifth Five Year Plan proposals of Bihar relating to 
agricultural credit etc., has estimated the availability of institutional 
finance for agricultural production programmes for the Fifth Plan 
period 1974-5 to 1978-9 at Rs 140 crores as given in Table 31. 

The land development bank, according to the Fifth Plan target, 
will be advancing long-term loans, on an average, of Rs 20 crores per 
year during the period 1974-5 to 1978-9. Thus the bank has been 
assigned an important and significant role in the matter of dispensation 
of long-term agricultural credit. 



264 REPORT ON LAND DEVELOPMENT BANK IN BIHAR 


TABLE 30 


Land Use in District* 

Acres L akhs 


Name of the 
old district 


Total 

area 

Net area 
sown 

Gross 

area 

sown 

Gross 

area 

irrigated 

% of gross 
area irri¬ 
gated to 
gross area 
sown 

No. of 
districts. 

as on 

30 June 
1973 

1. Patna .. 


13.85 

10.36 

16.24 

8.28 

51 

2 

2. Gaya .. 


30.50 

17.97 

23.77 

15.45 

65 

3 

3. Shahabad 


28.20 

18.46 

28.06 

16.99 

61 

2 

4. Saran .. 


17.08 

12.15 

16.42 

3.46 

21 

2 

5. Champaran 


22.74 

15.21 

22.34 

4.51 

20 

2 

6. Muzaffarpur 


19.31 

14.29 

19.62 

0.91 

49 

3 

7. Darbhanga 


21.41 

15.20 

20.07 

1.86 

9 

3 

8. Monghyr 


24.29 

11.59 

16.26 

3.97 

24 

2 

9. Bhagalpur 


13.98 

6.96 

9.70 

3.63 

38 

1 

10. Saharsa 


14.54 

8.67 

11.97 

1.54 

13 

1 

11. Purnea 


27.13 

17.39 

23.20 

1.99 

9 

1 

12. Santhal Parganas 

34.90 

14.45 

15.76 

1.38 

9 

1 

13. Hazaribagh 


44.62 

8.95 

9.88 

0.67 

7 

2 

14. Ranchi 


45.28 

17.67 

19.31 

0.53 

3 

1 

15. Palamau 


31.34 

6.21 

7.64 

1.76 

23 

1 

16. Dhanbad 


7.38 

2.23 

2.32 

0.10 

4 

1 

17. Singhbhum 


33.77 

9.70 

10.81 

0.69 

6 

1 

Total (State) 


430.32 

207.46 

273.37 

67.72 

25 

29 


TABLE 31 

Estimated Lending During Fifth Plan 

Rs Crores 

Agency Amount 

1. Land Development Bank (ordinary and Special Lending) .. 100.00 

2. Central Co-operative Banks (medium-term advances) .. .. 10.00 

3. Commercial Banks (term lending) . 30.00 

140.00 


153. Besides the bank, the central co-operative banks and commercial 
banks have also been advancing medium/long-term credit for the 
purchase of oil engines, electric motors, tractors and agricultural 
machineries. The state government has also been advancing long-term 
loans to a limited extent direct to agriculturists under the Land Improve¬ 
ment Loans Act. The details of such loans advanced by the state 
government during the past few financial years are furnished below : 
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R» Lakhs 


Financial year Amount advanced 


1963-4 

3.33 

1966-7 

3.49 

1969-70 

1.11 

1972-3 

1.05 


The scheduled commercial banks’ loans outstanding in respect of agri¬ 
cultural finance under the direct loans amounted to Rs 617 lakhs 
(No. of accounts 30,676) as at the end of September 1972. It is 
presumed that out of the direct loans of Rs 617 lakhs about Rs 300 
lakhs only were outstanding for purchase of oil engines, electric motors 
and pumping sets. It may, therefore, be concluded that the land 
development bank has been the main source of long-term credit to the 
farmers in the state and it is expected to play a bigger role in the 
Fifth Plan period. During the Fifth Five Year Plan a provision has 
been made for state share capital contribution of Rs 50 lakhs to the 
bank out of borrowings from the Long-term Operations Fund of the 
Reserve Bank of India. This is inadequate in view of the lending pro¬ 
gramme of the bank at Rs 100 crores. The number of the branches of 
the bank is also proposed to be increased by 100. 

Reorganization Plan 

154. There is need to streamline and rationalize the administrative set¬ 
up of the bank. The following reorganization plan is suggested. 

Head Office 

155. The work at the head office may be divided into four departments 
each headed by a manager (who should be of the rank of deputy 
registrar in the co-operation department) and function under the control 
of the managing director. But the manager-in-charge of technical and 
special schemes department may be a technical person equivalent to 
the rank of executive engineer. 

Manager (Accounts, Funds and Loans Department) 

156. The department of accounts, funds and loans may be divided 
into three sections headed by an assistant manager (equivalent to the 
rank of district co-operative officers). The three sections should be 
(i) accounts section, (ii) funds section and (iii) loans section. Suitable 
number of accountants, senior accounts clerks and junior accounts clerks 
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shall be posted in the accounts and funds sections. The loan section may 
be divided into three sub-sections, viz., operations, legal and discharged 
voucher (D.V.) sections. The operations and discharged voucher sub¬ 
sections may be headed by an officer equivalent to the rank of assistant 
registrar and the legal sub-section by a legal officer (equivalent to the 
rank of assistant registrar, co-operative societies). Adequate number 
of land valuation officers, upper division assistants and lower division 
assistants shall be posted in the loans sub-section and land valuation 
officers and legal assistants and lower division assistants in the D.V. and 
legal sub-sections. 

Manager (Personnel Department) 

157. The department of personnel may be divided into two sections, 
viz., (i) administration section, (ii) secretarial section and each section 
headed by an assistant manager equivalent to the rank of district co¬ 
operative officer. The administration section may be divided into three 
sub-sections, viz., (i) administration (transfer, posting, promotion), 

(ii) training of staff and (iii) recruitment of staff. These sub-sections 
may be headed by sectional officers equivalent to the rank of assistant 
registrar, co-operative societies and manned by upper division assistants 
and lower division assistants. The secretariat section shall attend to the 
secretarial work as well as other items of work, viz., publicity, office 
accommodation, furniture and fixtures, motor vehicles etc. Two sectional 
officers and adequate number of upper division assistants and lower 
division assistants shall be provided to the two sub-sections. 

Manager (Technical and Special Schemes) 

158- The manager’s department may be divided into two sections, viz., 
(i) technical section and (ii) planning and special schemes section. 
The technical section may be manned by technical personnel, viz., 
hydrologist, agronomist and economist and technical supervisors. The 
planning and special schemes section shall be headed by an assistant 
manager equivalent to the rank of district co-operative officer of co¬ 
operative societies. This section shall be responsible for drawing up 
branch expansion programme, normal lending programme and special 
schemes. The planning section shall be manned by (i) sectional officer 
(branch expansion) (ii) sectional officers (normal lending programme) 

(iii) sectional officer (special schemes). The sectional officer shall be 
equivalent to the rank of assistant registrar of co-operative societies. 
Adequate number of upper division assistants and lower division assis¬ 
tants shall be provided to assist the sectional officers. 
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Manager (Inspection and Branch Control) 

159. The inspection and branch control department may be divided 
into three sections, viz., (i) statistical section, (ii) recovery section and 
(iii) inspection section. An officer equivalent to the rank of assistant 
registrar, co-operative societies, may be posted in each of the three 
sections. The statistical section may be provided with the services of 
statistical assistants and lower division assistants. The recovery section 
may be manned by legal assistants and lower division assistants. The 
inspection section which shall be responsible for ensuring periodical 
inspection of the branches by the inspecting officers posted at the regional 
level and rectification of defects in their working. Services of adequate 
number of inspectors and lower division assistants shall be provided to 
the inspection section. 


Regional Offices 

160. As on 30 June 1973, there were 29 civil administrative districts 
in the state—13 in North Bihar and 16 in the South Bihar. At present, 
there are only two regional officers in North Bihar under the charge of 
regional managers with headquarters at Purnea and Muzaffarpur. In 
view of great potentialities of agricultural development in the state 
and with a view to having effective control and supervision over the 
working of the branches, the bank should have six regional offices with 
headquarters at Purnea, Muzaffarpur, Darbhanga, Bhagalpur, Patna 
and Ranchi. The regional managers shall be equivalent to the rank of 
district co-operative officers. The jurisdiction of the regional offices 
may be as given in Table 32. 

TABLE 32 

Jurisdiction of Reoionad Offices 


I. Regional Office, Purnea 
Branches at 

Purnea 

Katihar 

Korha 

Damdaha 

Araria 

Forbesganj 

Kishanganj 

Saharsa 

Supaul 

Raghopur 

Madhipura 

Udakisnanganj 


District Offices at 
Purnea 


i 

) 


} 


Araria 

Saharsa 

Madhipura 


(Contd.) 
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TABLE 32 ( Contd .) 

Jurisdiction op Regional Offices 


II. Regional Office, Darbhmga 


Laheriasarai 

Benipur 

Samastipur 

Rosera 

Madhubani 

Jhanjharpur 

Jainagar 

Bcgusarai 

Bakhari 

Naugachia 

Khagaria 


} 


III. Regional Office, Muzaffiarpur 


Siwan 

Basantpur 

Mairwa 

Chapra 

Marhaura 

Gopalganj 

Mirganj 

Motihari 

Dhaka 

Sugauli 

Bettiah 

Ramnagar 

Muzaffarpur 

Minapur 

Sitamarhi 

Pupri 

Hajipur 

Vaishali 

Mahua 



IV. Regional Office, Bhagalpur 


Bhagalpur 

Banka 

Kahalgaon 

Bausi 

Dumka 

Dcoghar 

Sahebganj 

Monghyr 

Jamui 

Shcikhpura 

Karagpur 

Lakhisarai 

Thaltai 


Laheriasarai 


Madhubani 


Begusarai 


Siwan 


Chapra 


Motihari 

Bettiah 


MuzafTarpur 


Hajipur 


Bhagalpur 


Monghyr 


{Contd.) 
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TABLE 32 (Ciw*/.) 
Jurisdiction op Regional Offices 


V. Regional Office, Ranchi 


Daltonganj 

> 

1 

Garhwa 

Latch ar 

Patan 

1 

1 

J 

Daltonganj 

Hazaribagh 

> 

1 

Chatra 

Giridih 

Dhanbad 

Ranchi 

Gumla 

! 

J 

■* 

' Hazaribagh 

1 

Simdcga 

Chaibasa 

Jamshedpur 

VI. Regional Office, Patna 

J 

- Ranchi 

Patna 


1 

Danapur 

Barh 

1 

J 

Patna 

Biharsharif 

I 

1 

Hilsa 

Nawadah 

J 

^ Biharsharif (Nalanda) 

Gaya 

> 

m; 

Jehanabad 

Aurangabad 

Daudnagar 

i 

TO 

Gaya 

iHj 

Arrah 

Bihia 

1 N 


Dumaraon 

Piro 


► Arrah 

Buxar 

ilfo 


Sasaram 

H7„ 


Bhabua 

Mohania 

Bikramganj 

1 

J 

> Sasaram 

1 


There may be two sections in each regional office, viz., (i) administra¬ 
tion and inspection section and (ii) development section. These sections 
may be headed by officers equivalent to the rank of assistant registrar, co¬ 
operative societies. The administration and inspection sections may be 
responsible for posting and transfer of staff within the jurisdiction of 
the regional office and ensure periodical inspections of branches by 
inspectors posted to the regional office. This section may also review 
collection of dues by the branches. The development section may look 
after the execution of the special schemes in the region and maintain 
liaison with other government agencies, viz., groundwater directorate/ 
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minor irrigation department, state electricity board, department of agri¬ 
culture etc. The regional offices should advise the head office regarding 
preparation of special schemes of development in the region and prepare 
such schemes with the assistance of technical experts from the technical 
department of the head office. An adequate number of sectional officers, 
inspectors, technical supervisors and assistants may be provided to the 
regional offices. 


District Offices 

161. At present, the bank has posted 17 district officers against the 
sanctioned strength of 23. As suggested earlier, the bank should have 
six regional offices at (i) Purnea (ii) Muzaffarpur (iii) Darbhanga 
(iv) Patna (v) Bhagalpur and (vi) Ranchi with the following district 
offices under their jurisdiction: 


Regional Office 

Purnea 

Darbhanga 

(Laheriasarai) 

Muzaffarpur 

Bhagalpur 

Ranchi 

Patna 


No of District 
Offices 

4 

3 


2 

3 

5 


District Offices At 


Purnea, Arana, Saharsa, Madhipura. 
Laheriasari, Madhubani, Begusarai. 

Siwan, Chapra, Motihari, Betti ah, 
Muzaffarpur, Hajipur. 

Bhagalpur, Monghyr. 

Daltonganj, Hazaribagh, Ranchi. 

Patna, Nalanda (Biharsharif), Gaya, 
Arrah, Sasaram. 


Officers equivalent to the rank of assistant registrar/district audit officer 
may be in-charge of the district offices. The role of the district officers 
may be regulation of advances by the branches as per rules and regula¬ 
tions framed by the head office and ensure dispensation of long-term 
credit on proper lines with due safeguards, and supervision over working 
of the branches. The district officers may be ex-officio members of the 
branch committee in their areas of operations. 


Summary of Recommendations 

1. The Santhal Parganas Tenancy Act, 1949 may suitably be amended 
on the lines of amendments made in the Chotanagpur Tenancy Act, 
1908, so that the lands situated in the Santhal Parganas District could 
be transferred by simple mortgage at least in favour of co-operative 
banks and commercial banks. (Para 13) 
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2. Suitable provision may be made in the by-laws of the bank for 
nomination of a few experts on land development banking, agronomy etc., 
on the Board of Directors of the bank. (Para 23) 

3. In terms of revised by-law No. 34(i) (a), the managing director of 
the bank is required to be appointed by the state government. It is 
suggested that state government may appoint an expert in land develop¬ 
ment banking as the managing director of the bank for a period of at 
least five years. (Para 28) 

4. In terms of revised by-law No. 37(3), the branch advisory committee 
shall consist of as many as 15 members. Since the main functions of the 
branch committee are to sanction loans and ensure collections of dues, 
the Study Team feels that a smaller body consisting of not more than 
seven members could effectively function as a branch committee. 
Further, the branch committees should be required to prepare annual 
realistic lending programmes of their branches by conducting surveys 
regarding long-term credit requirements of the area and they should 
actively associate themselves with the recovery campaign and propa¬ 
ganda for mobilization of rural savings by way of rural debentures/ 
fixed deposits. Performance of the branch in the matter of dispensation 
of credit, verification of utilization of loans and realization of dues from 
defaulters through award/certificate cases should also be reviewed by the 
branch committees. The committees should also ensure co-ordination 
among different agencies/institutions in the area which arc providing 
investment credit to the farmers as also with the agencies meeting short¬ 
term credit requirements of the farmers. (Paras 30 and 31) 

5. The number and categories of government staff to be taken on 
deputation may be clearly laid down. (Para 33) 

6. The staff regulations framed by the bank may be approved by the 
co-operative department early. (Para 33) 

7. Out of 209 land valuation officers and 342 supervisors as on 30 June 
1973, only 50 and 90 respectively were trained in the land development 
banking course. None of the 105 accounts clerks was trained. Suitable 
arrangements may be made by the bank for getting the untrained staff 
trained early. (Para 34) 

8. Till 31 March 1973 only 12 personnel were trained at the Co-opera¬ 
tive Bankers’ Training College,* Poona (four in the courses for 

* Since renamed as College of Agricultural Banking. 
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Managerial Staff of State and Primary Land Development Banks and 
eight in the courses for staff of Land Development Banks on Project 
Planning and Appraisal). The bank should take full advantage of 
the training facilities available for its staff at the college. (Para 35) 

9. The scheme for management trainees circulated by Agricultural 
Credit Department, Reserve Bank of India in their D.O. letter 
No. ACD. IL.4175/T-9-72/3 dated 7 March 1973 may be implemented 
by the bank early. (Para 36) 

10. The technical cell at the head office of the bank needs strengthen¬ 
ing. Additional technical staff as suggested by Reserve Bank of India 
in their circular No. ACD.LDB.84/B. 1-71/72 dated 31 July 1971 may 
be appointed as early as possible. (Para 37) 

11. The maintenance of books of account in the bank specially at the 
branches was far from satisfactory. The branches did not strike the 
balances in the general ledger and prepare a monthly trial balance. The 
loan ledgers were not balanced/tallied with the general ledger balances. 
The maintenance of demand, collection and balance register was un¬ 
satisfactory. There is need to streamline the maintenance of books of 
account and registers at the branches. (Para 42) 

12. The co-operative department may ensure that the guarantee for 
floatation of ordinary and rural debentures by the bank is extended soon 
after receipt of the approved annual programme for floatation of deben¬ 
ture series from the Reserve Bank of India. (Para 49) 

13. Soon after receipt of approval from the Reserve Bank of India for 
floatation of a series of rural debentures, the bank should fix branch-wise 
targets on the basis of loans advanced during the preceding co-operative 
year. The lending programme of the branches which fail to collect sub¬ 
scriptions up to the allotted target should be reduced by an amount 
equivalent to 10 times the shortfall. Likewise, the lending programme 
of the branches which make collections beyond the target should be 
enhanced. In this connexion their performance in acceptance of fixed 
deposits should also be taken into account. (Para 53) 

14. There should be an element of compulsion in the matter of collec¬ 
tion of subscriptions towards rural debentures from the beneficiaries of 
loans advanced by the bank. The loanees (other than small farmers) 
should be required to make a contribution at the rate of 5 per cent of 
the loans borrowed by them in multiples of Rs 100. They may be given 
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option to make the contribution any time during the currency of the 
loan and amount deposited in lump sum or in instalments along with 
the amount of third instalment onwards. An agreement to this effect 
should be obtained from a borrower before disbursement of loan to him. 
(Para 53) 

15. Suitable prizes in kind and merit certificates may be given to those 
staff whose performance in the matter of collection of subscriptions to¬ 
wards rural debentures and fixed deposits is good. (Para 53) 

16. The rate of interest payable by the bank on the contributions made 
by individuals should be increased from 6 per cent to 7 per cent and 
6.25 per cent to 7.25 per cent in the case of rural debentures for 5 years 
and 7 years currency respectively. (Para 53) 

17. The powers for issue of fixed deposit receipts, renewal and repay¬ 
ment of fixed deposits should be delegated by the Head Office of the 
bank to the branches. The branch managers and district officers should 
be empowered to jointly issue fixed deposit receipts and the district 
officers authorized to pass orders for repayment/renewal of fixed 
deposits. (Para 55) 

18. Suitable scheme for giving prizes on lottery system to the deposit 
holders may be drawn up and implemented. Periodical advertisements 
in newspapers and through the medium of cinema slides may be made 
for mobilizing rural savings by way of rural debentures/fixed deposits. 
(Para 56) 

19. The bank may pay brokerage/commission to the primary agricul¬ 
tural credit societies and persons (other than staff) who help the bank 
in mobilizing fixed deposits. (Para 56) 

20. The bank may be permitted to grant loans up to 80 per cent of 
amount of fixed deposit at rate of interest 1 per cent above that payable 
by the bank. (Para 56) 

21. Additional share capital contribution to the extent of increase in 
overdues and investments towards sinking fund made in excess of re¬ 
covery under principal during a year should be provided by the state 
government to the bank. (Para 58) 

22. The bank should spread over the year its investments towards 
sinking fund and should not wait till the end of the year. The pattern 
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of sinking fund investments laid down by the Reserve Bank should be 
scrupulously followed by the bank. (Paras 59 and 60) 

23. The bank may be permitted by the Reserve Bank to make invest¬ 
ments towards sinking fund on the following pattern: 


Nature of Investment 


Percentage to total 


A. (i) Government securities 
(ii) Trustee securities 

B. Own debentures and debentures of 
sister land development banks 

C. Fixed deposits: 

(i) With apex bank 

(ii) With commercial banks 


24. The state government may extend guarantee to the bank for 
obtaining interim accommodation to the extent of Rs 500 lakhs from 
the Bihar State Co-operative Bank Ltd. (Rs 150 lakhs), State Bank of 
India (Rs 200 lakhs) and Commercial Banks (Rs 150 lakhs). (Para 65) 

25. The bank may enter into an arrangement with the State Bank of 
India to make its cash credit limits available to its branches according 
to their requirements at places where the State Bank of India has its 
own branches. This suggestion may be implemented early in order to 
avoid losses on account of interest. (Para 66) 

26. The sixteen branches at Patna, Biharsharif, Arrah, Sasaram, Gaya, 
Aurangabad, Bhagalpur, Monghyr, Begusarai, Purnea, Saharsa, 
Muzaffarpur, Laheriasarai, Motihari, Bettiah and Champaran initially 
opened by the state government continue to be provided with free 
services (excluding T.A.) of a branch manager, a land valuation officer, 
a clerk and a peon. As these branches have attained level of sufficient 
business and are viable/potentially viable there appears to be now no 
justification for the continuation of such subsidy. The bank may be 
allowed to post its own staff to these branches and the amount of 
expenditure saved by the state government may be given in the form 
of managerial subsidy in cash. (Paras 67 and 68) 


10 

5 


15 


60 


15 

10 


25 (Para 62) 
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27. The state government could not provide managerial subsidy for 
additional staff appointed by the bank from time to time to the extent 
claimed by the bank mainly due to lack of adequate budgetary provi¬ 
sion. The state government may make appropriate arrangements for 
the grant of adequate managerial subsidy to the bank for the additional 
staff appointed/new branches opened with the prior approval of the 
Registrar of Co-operative Societies. (Paras 69 and 70) 

28. The branches may be required to invariably obtain third non¬ 
encumbrance certificate in respect of hypotheca soon after four months 
of execution of the mortgage deeds by the borrowers. (Para 80) 

29. The system of verification of utilization of loans should be strictly 
followed. Detailed verification reports/certificates should be obtained 
from the field staff. Further, periodical visits to the fields of borrowers 
should be made to ensure that the borrowers continue to derive benefit 
from investment made by them out of funds borrowed from the bank. 
(Para 82) 

30. The economic feasibility of the developmental schemes under 
normal programme particularly in respect of loans for minor irrigation 
purposes is not studied in detail by the branches of the bank at the 
time of scrutiny of loan applications. This should be done in all cases. 
(Para 84) 

31. The suggestion made by the Reserve Bank in their circular 
No. ACD-LDB.625/B.8-72/3 dated 24 October 1972 that the hypotheca 
may be valued at 8 times the net incremental income after development 
and the repaying capacity may be arrived at 75-90 per cent of the net 
incremental income after development depending upon the total size 
of the borrower’s holding should be implemented by the bank early. 
(Para 85) 

32. The bank has recently fixed lower ceiling for loans for purchase 
of 5 H.P. and 6 H.P. diesel pumpset with standard accessories at Rs 3200 
and Rs 3400 respectively. In the course of visits to the branches of the 
bank it was observed that the dealers of diesel pumpsets manufactured 
by firms, like M/s. Greaves Cotton, Kirloskar, Usha, Cooper etc., were 
not willing to supply diesel pumpsets at these prices. The bank may 
look into the matter and ensure that standard pumpsets at reasonable 
prices are supplied to the borrowers. (Para 91) 

33. The bank may issue instructions to the branches/field staff that 
no loan applications of borrowers should be canvassed by the agents of 
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the suppliers. Further, the branches themselves should issue formal 
requisitions to the sub-registry offices for non-encumbrance certificates, 
to the block/circle offices for issue of possession certificates and to the 
office of the minor irrigation department for issue of technical feasibility 
reports. These certificates/reports should also be obtained by the 
branches in a formal way. (Para 93) 

34. Consolidation of land holdings ( Chakbandi ) should be completed 
by the state government in all areas of the state as early as possible so 
as to enable small and medium farmers (who are at present having 
scattered holdings) to take advantage of long-term farm investment 
credit from the bank in a bigger way. (Para 94) 

35. The bank may grant long-term loans to the adivasis in tribal areas 
in order to enable them to redeem their old debts existing in the form 
of oral mortgages in favour of local moneylenders. Such loans should be 
granted only when genuineness of indebtedness is certified by competent 
authorities of the state government and restoration of lands to indebted 
adivasis is assured by them. (Para 95) 

36. There should be division of work among the supervisors posted at 
the branches. Out of the supervisors posted at the branches some should 
be earmarked to attend exclusively to verification of utilization of loans. 
Suitable proformas for submission of verification reports for different 
types of loans may be drawn up by the bank. Apart from this, 
inspectors of the bank in the course of the inspection of branches may 
make spot verification of at least 10 per cent of the loans advanced 
during the preceding year. (Para 97) 

37. In terms of the Reserve Bank’s circular No. ACD. LDB. 84/B. 
1-71/2 dated 31 July 1971, the borrowers for electric motor, oil engines, 
tubewells and wells are required to invest 5 per cent and 10 per cent 
in the case of tractors out of their own resources besides making contri¬ 
bution of 5 per cent towards the share capital of the bank. Instead, it 
is suggested that all borrowers of long-term loans may be required to 
contribute to the share capital of the bank at the rate of 10 per cent 
of their borrowings. However, small farmers may not be required to 
invest in the share capital of the bank at more than 5 per cent of the 
loans borrowed by them. (Para 97) 

38. The overdues of the bank were quite sizeable both in absolute 
terms and in terms of percentages to demand during the years 1970-71, 
1971-2 and 1972-3. As on 30 June 1973 the overdues amounted to 
Rs 179.00 lakhs and formed 33.6 per cent of demand for 1972-3. Out 
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of 87 branches as on 30 June 1973 in as many as 59 branches the 
overdues were above 25 per cent of demand. Concerted efforts may be 
made by the bank to realise the overdues and ensure that overdues 
do not exceed 15 per cent of demand in future. (Paras 98 to 100) 

39. The Bihar State witnessed successive crop failures over large areas 
since 1966-7. However, under the existing arrangements, no relief could 
be provided to the borrowers affected by the natural calamities in 
repayment of loan instalments. The bank may consider appropriate 
measures for providing relief to borrowers in such circumstances. 
(Para 102) 

40. The circular issued every year in the month of December on the 
eve of recovery season by the chief secretary to the state government 
to the Collectors urging them to boost up collection of dues of co¬ 
operative banks should also cover the collection of dues of the land 
development bank. (Para 109) 

41. After the close of a co-operative year, the bank should collect 
detailed information/data from the branches and prepare branch-wise 
analysis of overdues according to purposes of loans, landholdings of 
borrowers and instalments of loans. (Para 109) 

42. A land valuation officer may be earmarked to co-ordinate the 
collection drives in the area of the branch. The bank may consider 
deputing collection peons to the branches on a temporary basis for a 
period of three months from April to June. (Para 109) 

43. The execution of distress warrants obtained by the central co¬ 
operative bank and the branch of the land development bank in an 
area should be the responsibility of the collection squad which should 
be constituted by the co-operative department and manned by its 
staff. (Para 109) 

44. The bank may be inspected at least once a year by an officer of 
the co-operative department who should not be below the rank of Joint 
Registrar, Co-operative Societies. The branches of the bank should also 
be inspected by the circle assistant registrars on an annual basis and 
special attention should be paid by them for the verification of end-use 
of long-term credit. (Para 111) 

45. Branches may be inspected by the staff of inspection section of 
the bank. Suitable guidelines and proformas for the inspection may be 
prepared. (Para 111) 



278 REPORT ON LAND DEVELOPMENT BANK IN BIHAR 

46. The co-operative department may ensure that audit of the bank 
(including all the branches) is completed within six months of close o 
co-operative year to which the audit report relates. (Para 112) 

47,. In order to maintain co-ordination among various departments 
of state government, other agencies and the bank connected with the 
implementation of various special schemes and ensure implementation 
of these schemes as per approved phasing, officers not below the rank 
of district magistrates should be made responsible by the state govern¬ 
ment as project officers. (Para 117) 

48- The Groundwater Investigation Organization (Division) 
consisted of one division under the charge of an executive engineer with 
an assistan t geologist and two sub-divisions under the charge of assistant 
engineers with supporting staff. There is need for early expansion of the 
Groundwater Organization. Initially there should be at least two 
divisions—one in North Bihar and one in South Bihar under the charge 
of superintending engineers. (Para 118) 

49. The results of surveys of groundwater and acquifers conducted 
from time to time by the Organization in collaboration with Geological 
Survey of India/Central Groundwater Board in different areas of the 
state should be made available to the bank. (Para 119) 

50. Each branch should have a minimum complement of staff compris¬ 
ing a branch manager, land valuation officer, supervisor, accounts clerk, 
clerk and peon. (Para 132) 

51. The strength of staff at the branches should be based on the 
following standards/norms: 

Strength 

( 2 ) 

One. 

One at the branches which have 
reached level of loans outstanding 
of Rs 60 lakhs if appointed by the 
bank. 

One land valuation officer/super- 
visor for about 400 old cases or 200 
new applications. The ratio of 
strength between the land valua¬ 
tion officer and the supervisor 


Category 
( 1 ) ' 

(a) Branch Manager 

(b) Technical Supervisor 

(c) Land Valuation Officer/ 
Supervisor 
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should be 1:3. But there should 
be at least one land valuation 
officer and one supervisor at each 
branch and maximum strength of 
both the categories of staff should 
not exceed 12. 


Each branch should be provided 
with the services of an accounts 
clerk. There should be two 
accounts clerks in the branches 
having loans outstanding of above 
Rs 60 lakhs and up to Rs 120 lakhs 
and three accounts clerks in the 
branches which have loans out¬ 
standing of above Rs 120 lakhs. 

Posting of clerks at the branches 
should be made at the rate of 600 
loan cases (both old and new taken 
together). The total strength of 
clerical staff including accounts 
clerks at a branch should not 
exceed 10. 

(f) Peons Posting of peons at the branches 

should be at the rate of one peon 
for loans outstanding up to Rs 20 
lakhs, two peons for loans out¬ 
standing beyond Rs 20 lakhs and 
up to Rs 60 lakhs, three peons for 
loans outstanding beyond Rs 60 
lakhs and up to Rs 100 lakhs and 
four peons for loans outstanding 
above Rs 100 lakhs. 

(Paras 132 to 138) 


(d) Accounts Clerk 


(e) Clerk (lower division 
assistant) 


52. Either the bank should have its own technical officer according 
to norms prescribed in this regard for appraisal work or this work may 
be specifically entrusted to the sectional officers of the minor irrigation 
department for which clear-cut orders of the state government may be 
issued. (Para 133) 

53. In order to assess the profitability of each branch, the head office 
may require branches to prepare their own profit and loss account. Out 
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of the estimated margin of average income available to the bank at 
3 per cent (assumed average lending rate 9.25 per cent minus assumed 
average borrowing rate at 6.26 per cent) 50 per cent, i.e., 1.50 per cent 
should be allocated to the branches. In other words, on funds lent to 
the branches interest at the rate of 6.25 + 1.50 — 7.75 per cent per 
annum payable to head office should be calculated to arrive at their 
profitability. (Part 145) 

54. Assuming that the bank should gear up its collection machinery 
and attain the level of average collections of its dues at 85 per cent of 
demand during the years 1972-3 to 1974-5, out of 73 branches as on 
30 June 1972, 37 branches are viable, 22 branches are potentially viable 
and the remaining 14 branches would remain non-viable till 30 June 
1975. In case the average collections of the bank during the years 1972-3 
to 1974-5 remain at about 70 per cent of its demand then out of 73 
branches as on 30 June 1972, 23 branches are viable, 29 branches are 
potentially viable and the remaining 21 branches would remain non- 
viable till 30 June 1975. The branches at Deoghar, Dumka, Sahebganj, 
Ranchi, Gumla,, Chaibasa, Jamshedpur, Garhwa, Hazaribagh, Giridih 
and Dhanbad will remain non-viable not only till 30 June 1975 but for 
a number of years thereafter. As these branches are serving tribal areas, 
the state government may provide suitable subsidy for the branches till 
they attain viability. Further, no new branches should be opened by the 
bank in the districts unless the state government agrees to meet their 
losses till the time they attain viability or for 10 years whichever is 
earlier. (Paras 146 and 148) 

55. Before opening any new branch in districts other than Santhal 
Parganas, Ranchi, Hazaribagh and Giridih, Palamau, Dhanbad and 
Singhbhum detailed study in regard to the prospects of the new branch 
becoming viable within three years and the effect on the parent branch 
due to transfer of area of operating and division of loans outstanding 
should be conducted by the bank. In no case should the opening of a 
new branch result in reducing the viable status of the parent branch. 
(Para 148) 

56. Managerial subsidy for non-viable branches functioning in Santhal 
Parganas, Ranchi, Hazaribagh, Giridih, Palamau, Daltonganj and 
Singhbhum districts may be provided to the bank for at least 10 years 
or till the time they obtain viability whichever is earlier. (Para 148) 

57. The organizational and administrative set-up of the bank may 
be rationalized as outlined in the Reorganization Plan. (Para 154) 
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Appendix 6 


REPORT OF THE STUDY TEAM ON 
THE WORKING OF THE 
CO-OPERATIVE LAND DEVELOPMENT BANKS 
IN HIMACHAL PRADESH 


Introduction 

The Study Team comprised the following members : 

1. Shri K. Nageswara Rao Convener 

Deputy Chief Officer 

Agricultural Credit Department 
Reserve Bank of India 
Chandigarh 

2. Shri B. D. Thapar Member 

Registrar 

Co-operative Societies 
Himachal Pradesh 

3. Shri H. K. Sharma Member 

Manager 

Himachal Pradesh Central Co-operative 
Land Mortgage Bank 

4. Shri S. S. Bhatnagar Member 

Deputy Director 

Agricultural Refinance Corporation 
Chandigarh 

In addition Shri S. R. Bharadwaj, Deputy Registrar (Development), 
Co-operative Societies, Himachal Pradesh was also associated with 
the study. 


Legislation 

Land Tenure System 

2. In Himachal Pradesh there are three categories of landholders, viz., 
landowners, occupancy-tenants and non-occupancy tenants. The persons 
holding land from government are called landowners and they have 
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full rights of alienation. The occupancy-tenants holding land under 
the landowners have permanent and heritable rights. They have also 
the right to purchase ownership of land. The non-occupancy tenants 
also have security of tenure subject to the right of the landowner to 
resume land. Landowner can resume only if he possesses land assessed 
to less than Rs 125 and the limit of resumable land is fixed at five 
acres provided the tenant is left with three-fourths of the area held by 
him as tenant. The tenants have no transferable rights in land. While 
there are no restrictions in regard to the right to alienate land in the 
case of landholders, the remaining two categories do not enjoy trans¬ 
ferability rights. With a view to facilitating adequate flow of credit for 
agricultural production and development through banks and other 
institutional credit agencies, the Himachal Pradesh Agricultural Credit 
Operations and Miscellaneous Provisions (Banks) Act, 1973 has since 
come into force with effect from 18 April 1973. This Act, among others, 
provides for the following : 

Section 3 

3. Notwithstanding anything contained in any law for the time being 
in force or any custom or tradition, it shall be lawful for any agricul¬ 
turist whose rights of alienation of land or of any interest therein are 
restricted to alienate the land or his interest therein, including by creation 
of a charge or mortgage on such land or interest in favour of a bank 
for the purpose of obtaining financial assistance from that bank. 

Section 4 

4. Notwithstanding anything contained in any law for the time being 
in force, the state government may, by notification in the Official 
Gazette, vest any class or classes of agriculturists not having rights of 
alienation in land or any interest therein including (i) persons belonging 
to scheduled tribes covered by the Himachal Pradesh Transfer of Land 
(Regulation) Act, 1969, (ii) tenants other than occupancy tenants, 
(iii) occupancy tenants of the areas falling within Himachal Pradesh 
prior to 1 November 1966, (iv) lessees of the state government who are 
agriculturists, with rights of alienation including the right to create a 
charge or mortgage on such land or interest in favour of a bank for 
the purpose of obtaining financial assistance from that bank without 
any restrictions, or subject to such restrictions as may be specified in 
the notification. 

5. The Study Team is of the opinion that the state government may 
be moved to notify the Himachal Pradesh Central Co-operative Land 
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Mortgage Bank and the Kangra Primary Co-operative Land Mortgage 
Bank as ‘Bank’ by the issue of a notification as provided under section 
2(d) (ix) of the Act ibid, or in the alternative like provisions may be 
made in the Punjab Co-operative Land Mortgage Banks Act, 1957 as 
extended to Himachal Pradesh. 

The Himachal Pradesh Ceiling on Land-Holdings Bill , 1972 

6. The Himachal Pradesh Ceiling on Land-holdings Bill was passed 
by the State Assembly on 21 December 1972. The existing provision of 
the Punjab Co-operative Land Mortgage Banks Act, 1957 as extended 
to Himachal Pradesh, however, exempts the bank from any legislation 
relating to ceiling on land-holdings in vogue in the state till such time 
the lands are in its possession. There is thus no difficulty for the bank 
in acquiring land in excess of ceiling limit in settlement of its dues. 

Land Improvement Loans Act, 1883 

7. Like-wise Section 29 of the Punjab Co-operative Land Mortgage 
Bank Act which is extended to this state provides that a mortgage 
executed in favour of a mortgage bank shall have priority over any 
claim of the government arising from a loan under the Land Improve¬ 
ment Loans Act, 1883 granted after the execution of the mortgage. 
However, the Act ibid does not provide for priority of claim for the 
long-term loans of a land development bank over the subsequent loans 
of government issued under the Agriculturists’ Loans Act, 1884. 

8. Nevertheless, section 52(1) of the Himachal Pradesh Co-operative 
Societies Act, 1968 provides for first charge of co-operative societies on 
assets, such as crops and other agricultural produce and agricultural 
implements. The charge created under sub-section (1) shall be 
available as against any claim of the government arising from a loan 
granted under the Land Improvement Loans Act, 1883 or the Agricul¬ 
turists’ Loans Act, 1884 after the grant of loan by the society. 

Distraint and Sale of Produce 

9. One of the main problems confronting the land mortgage banks 
in reducing their overdues is that they cannot resort to distraint and 
sale of produce when only one instalment is in arrears. As per the 
provisions of section 12(1) of the Punjab Co-operative Land Mortgage 
Banks Act, 1957 as extended to Himachal Pradesh, only if two 
consecutive instalments payable under a mortgage remained unpaid 
for more than 3 months, the board can, in addition to any other remedy 
available to the bank, apply to the Registrar, Co-operative Societies 
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for the recovery of the arrear instalments by distraint and sale of produce 
of the mortgaged land including the standing crops thereon. The state 
government may amend the Act in order to provide for distraint and 
sale of crops even when one instalment of the loan is in arrears for more 
than 3 months. 

Registration of Documents Executed on Behalf of Mortgage Banks 

10. Besides, there are some procedural and administrative difficulties 
resulting in delay in the registration of mortgage deeds. The bank had 
proposed certain amendments on the lines of provisions in the 
Maharashtra Co-operative Societies Act, in regard to public enquiry 
and registration of mortgage deeds to the Punjab Co-operative Land 
Mortgage Banks Act, 1957 as extended to Himachal Pradesh. The state 
government may consider making the proposed amendments as early as 
possible since it would facilitate quick disposal of loan applications. 

The Himachal Pradesh Central Co-operative 
Land Mortgage Bank Ltd 

11. The Himachal Pradesh Central Co-operative Land Mortgage Bank 
Ltd., was registered in Fabruary 1961, with a view to providing long¬ 
term credit to the agriculturists in Himachal Pradesh. The area of 
operation of the bank extends to the whole of Himachal Pradesh 
comprising 12 districts divided into 48 tehsils. With the reorganization 
of states in| 1966, the Kangra District earlier in Punjab State became 
part of this state and consequently the Kangra Primary Co-operative 
Land Mortgage Bank catering to the long-term credit requirements of 
the entire Kangra region became affiliated to the Himachal Pradesh 
Central Co-operative Land Mortgage Bank. But for this primary land 
mortgage bank, the long-term credit structure in the state is of unitary 
type. The major part of the state is served through 12 branches of the 
Himachal Pradesh Central Co-operative Land Mortgage Bank, while 
the Kangra Region (now reorganized into 3 districts, viz., Kangra, 
Hamirpur and Una) is served by the Kangra Primary Co-operative 
Land Mortgage Bank through its head office at Dharamsala and 
branches at Nurpur and Una. The expenses of the two branches of 
the Kangra Primary Co-operative Land Mortgage Bank up to 30 June 
1973 were borne by the central land mortgage bank since it received 
subsidy from the state government for these branches up to that date. 
It has been resolved by the board of directors of the central co-operative 
land mortgage bank that from July 1973 onwards the expenses of these 
branches will be met by the primary bank. 
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Progress Made by the Bank 

12. The financial and other particulars of the Himachal Pradesh 
Central Co-operative Land Mortgage Bank are given in Statement 
1. An idea of the progress made by the bank during the period 30 June 
1969 to 31 March 1973 can be had from some of the important financial 
particulars furnished in Table 1. 

TABLE 1 


Financial Perticulars ok the State Land Development Bank 


Rs Lakhs 

Year ended 30 June As on 

- 30-3-73 


Particulars 


1969 

1970 

1971 

1972 


Membership (individuals) 


2708 

3252 

4473 

5071 

5327 

Paid-up share capital 


9.87 

12.36 

14.99 

18.00 

18.36 

Owned Funds 


.. 10.08 

13.01 

16.12 

19.54 

19.90 

Outstanding debentures 


.. 56.20 

81.20 

117.01 

155.77 

175.95@ 

Interim accommodation 


7.38 

13.19 

19.50 

12.08 

18.92 

Loans from Government .. 


9.06 

8.17 

7.23 

6.24 

6.24 

Loans outstanding 


71.31 

97.57 

132.92 

159.78 

165.78 

Demand for the year 


9.27 

13.35 

17.37 

24.89 

35.29 

Collections during the year 


4.65 

7.23 

8.94 

7.67 

6.09 

Overdues as on 30 June .. 


4.62 

6.12 

8.43 

17.22 

29.20 

Percentage of overdues to demand 

.. ( 50.0 

45.8 

48.5 

69.2 

82.74 


@Including debentures deposit of Rs 3.25 lakhs from the Hoticulture Department for the 
special scheme to be refinanced by the Agricultural Refinance Corporation. 


13. During the period under review the total loans outstanding against 
individuals and primary land mortgage bank had more than doubled . 
increasing from Rs 72.63 lakhs to Rs 167.34 lakhs. This cannot, how¬ 
ever, be considered to be very satisfactory viewed against the approved 
ordinary debenture programmes of the bank. The floatations of ordinary 
debentures by it fell far short of the targets. The year-wise data in this 
regard are given in Table 2. 


Profit 

14. The profits of the bank increased from Rs 0.39 lakh for the year 
1968-9 to Rs 0.58 lakh for the year 1971-2. In working out the divisible 
profits, the bank was taking into account the overdue interest without 
providing a corresponding reserve. If the overdue interest were excluded 
the bank would have showed losses during the period under review. The 
bank did not work out separate particulars of interest collected, accrued 
interest which has not fallen due for payment and overdue interest, at 
the end of each co-operative year, in the absence of which no precise 
idea about the extent of losses could be had. 
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TABLE 2 

Debentures—Taroet* and Achievements 


Rs Lakhs 



Ordinary Debentures 

Rural Debentures 

Year 

Approved 

programme 

Actually 

floated 

Targets Achievement 

1 

2 

3 

4 5 

1968-9 

.. 30.00 

21.85 


1969-70 

.. 30.00 

25.00 


1970-71 

.. 50.00 

35.80 


1971-2 

.. 50.00 

37.50 


1972-3 

.. 45.00 

16.50 

13.00 — 

1973-4 

.. 45.00 

— 

26.00 — 


Overdues 

15. The overdues of the bank showed a continuous rising trend during 
the last few years. The overdues which stood at Rs 6.12 lakhs as on 
30 June 1970 forming 45.8 per cent of the demand for the year 1969-70 
had risen to Rs 17.22 lakhs as on 30 June 1972, which formed 69.22 
per cent of the demand for the year 1971-2. The pace of recovery had 
further slackened and the overdues touched the very high level 
of Rs 27.09 lakhs as on 30 June 1973 constituting 72.1 per cent of 
the demand as on that date. The period-wise classification of overdues 
as on 30 June 1972 and 30 June 1973 is given in Table 3. 

TABLE 3 

Period-wise Classification of Overdue* 

R* Lakh* 


Period 

A* on 
30-6-72 

A* on 
30-6-73 

Less than 1 year 

10.50 

17.10 

Between 1 and 2 year* 

4.73 

8.73 

Between 2 and 3 years 

1.41 

0.95 

Above 3 years 

0.58 

0.32 

Total 

17.22 

27.10 
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16. The overdues for over one year at Rs 10.00 lakhs formed 36.9 
per cent of the total overdues as on 30 June 1973. An idea of the number 
of instalments in arrears and the amount in default thereof can be had 
from Table 4. 


TABLE 4 


Overdues According to Instalments 


Rs Lakhs 


Year One Two Three Above three Total 


No. 

Instalment 

instalments 

instalments 

instalments amount in 
default 

No. 

Amount 

No. 

Amount 

No. 

Amount 

No. 

Amount 


1969-70 

1014 

4.36 

90 

0.90 

46 

0.58 

16 

0.28 

6.12 

1970-71 

1361 

5.92 

123 

1.03 

72 

0.96 

14 

0.52 

8.43 

1971-2 

1409 

10.50 

430 

4.74 

106 

1.40 

16 

0.58 

17.22 


17. It will be seen that the number of those persons who were in default 
of two and three instalments and the amount in default was continuously 
rising. While the number of persons in default of 3 and more instalments 
remained more or less the same, the amount in default rose from Rs 0.28 
lakh in 1969-70 to Rs 0.58 lakh in 1971-2. 

18. For the quick and effective recovery of overdues coercive action 
against borrowers who were in default of two or more instalments and 
those who could be identified as wilful defaulters, was the only remedy. 
Prompt action should be taken also by way of distraint and sale of 
produce of such defaulters apart from the sale of the hypotheca. The 
state government should render all help to the bank in the recovery of 
overdues by appointing adequate number of sale officers. The Study 
Team also felt that there is immediate need for amending the Punjab 
Co-operative Land Mortgage Banks Act, 1957, as extended to Himachal 
Pradesh to facilitate the quick distraint and sale of agricultural produce 
of the defaulters. Under the existing provisions of the Act, the bank can 
file applications for distraint and sale of agricultural produce only 
when two instalments of the loan fell into arrears while it can bring the 
hypotheca for sale even in cases where only one instalment of the loan 
is in default. Since the process of distraint and sale of produce for 
recovery of arrears is quick and more effective than the sale of hypo¬ 
theca the Act may be amended for facilitating the resort to the measure 
of distraint and sale of produce soon after an instalment falls in arrears. 
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19. The area-wise distribution of overdues revealed that more than 
85 per cent of total overdues were concentrated in the erstwhile Mahasu 
District (now Simla District) as may be seen from the data given in 
Table 5. 


TABLE 5 


Overdues Teksilwise 


Rs Lakhs 


Sr. District 

No. 

Amount of overdues 

Percentage to total 

30-6-72 

31-3-73 

30-6-72 

31-3-73 

1. Mahasu (Simla) 

15.30 

25.08 

88.8 

86.1 

2. Sirmur 

0.88 

1.81 

5.1 

6.2 

3. Mandi 

0.47 

0.98 

2.7 

3.4 

4. Bilaspur 

0.29 

0.44 

1.7 

1.5 

5. Simla 

0.20 

0.51 

1.2 

1.7 

6. Kulu 

0.06 

0.23 

0.4 

0.8 

7. Chamba 

0.02 

0.08 

0.1 

0.3 

Total 

17.22 

29.13 

100.0 

100.0 

20. In Mahasu District the overdues were concentrated 

in the follow- 

ing five tehsils out of the total of 11 tehsils in the district 

: 





- r 





Rs Lakhs 



Overdues 

as on 

Sr. No. Tehsil 


30-6-72 


31-3-73 

(1) (2) 


(3) 


(4) 

1. Kotkhai 


5.39 


9.26 

2. Theog 


5.08 


7.41 

3. Chopal 


1.65 


2.42 

4. Rohru 


1.14 


2.46 

5. Kumarsain 


0.83 


1.55 


Total 

14.09 


23.10 


21. The president and the vice-president of the bank hail from Kotkhai 
and Theog Tehsils where overdues were the heaviest. 

22. The district-wise position of recoveries for the year 1971-2 is 
shown in Table 6. 


CENTRAL LAND MORTGAGE BANK 


293 


TABLE 6 


Recoveries Districtwise 


Sr. 

No. 

District 

No. of 
bran¬ 
ches 

No. of branches according to percentage of recovery 

25% 

below 

More 
than 
25% 
and 
up to 
40% 

More 

than 

40% 

and 
up to 
50% 

More 
than 
50% 
and 
up to 
65% 

More 
than 
65% 
and 
up to 
75% 

More 
than 
75% 
and 
up to 
100% 

100% of 
the 

demand 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1. 

Mahasu 

.. 4 

4 







2. 

Bilaspur 

.. 1 

— 

— 

— 

1 

— 

— 

' - 

3. 

Mandi 

.. 1 

— 

— 

— 

1 

— 

— 

— 

4. 

Kulu .. 

.. 1 

— 

— 

— 

— 

1 

— 

— 

5. 

Sirmur .. 

.. 1 

— 

— 

1 

— 

— 

— 

— 

6. 

Simla .. 

.. 1 

— 

— 

— 

— 

— 

— 

— 

7. 

Chamba 

.. 1 

— 


1 


— 

— 



23. It will be seen that the highest recoveries were in the Kulu 
District, i.e., in the range of 65 per cent and 75 per cent of the demand 
followed by Bilaspur, Mandi and Simla with recoveries ranging from 
50 per cent to 65 per cent of the demand. In all other districts the 
recoveries were less than 50 per cent of the demand. The position of 
Mahasu was particularly disturbing with recoveries less than 25 per cent 
of the demand. 

24. The tehsil-wise position of overdues as on 30 June 1972 was as 
under : 


Overdues No. of tehsils 

(i) Less than 15 per cent of the demand 

for 1971-2 3 

(ii) Between 16 per cent and 25 per cent 4 

(iii) Between 26 per cent and 40 per cent 4 

(iv) Between 41 per cent and 50 per cent 3 

(v) Above 50 per cent 18 

~32~ 


25. The overdues have assumed alarming proportions and therefore, 
even if the relaxation permitted in ACD circular No- ACD.LDB. 
1344/D1/70-71 dated 17 April 1971 were extended to the current 
year, it would not be possible for the bank to make much headway in 
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fresh loaning during the current year on the basis of the position of over- 
dues as on 30 June 1972. With further mounting up of overdues to 
Rs 27.09 lakhs as on 30 June 1973 constituting 72.1 per cent of the 
demand on that date, the position has further deteriorated threatening 
the choking of the line of credit. 

Causes of Overdues and Remedial Measures 

26. The reasons for heavy overdues in the main stem from the defective 
loaning policy and procedure followed by the bank as may be seen from 
the following. The observations are based on the studies of the produc¬ 
tion-oriented system of lending carried out by two officers from 
Chandigarh Regional Office of the Agricultural Credit Department 
and Agricultural Refinance Corporation. 

(a) Loans for Godowns, Cattle-sheds/Farm-houses 

27. There was a growing tendency on the part of the bank to issue 
more and more loans for purposes like construction of godowns and 
cattle-sheds. As against the loans of Rs 5.97 lakhs issued for such 
purposes during 1969-70, the loans issued during 1970-71 were Rs 9.30 
lakhs which further increased to Rs 16.25 lakhs in 1971-2. This formed 
56.3 per cent of the loans issued by the bank in 1971-2 as against 23.0 
per cent in 1969-70. Since there was no proper supervision over utilisa¬ 
tion of these loans and the usual safeguards to be observed in advancing 
such loans were also not followed by the bank, the loans appeared to 
be utilized more as ways and means advances. On the basis of a study 
undertaken by the Reserve Bank the bank was advised to restrict the 
loans for these purposes to not more than 10 per cent of the total loans 
issued by it in a year. The above recommendation was considered in a 
meeting of the board of directors of the bank held on 1 March 1973 and 
it was decided that loans for such purposes should not exceed 25 per 
cent of the total loans issued in a year. The Study Team is of the 
opinion that concentration of loans for construction of godowns and 
cattle-sheds is undesirable and if the board of the bank still strongly 
feels that loans for this purpose should be allowed up to 25 per cent of 
the total loans issued in, a year it is absolutely essential that the usual 
safeguards relating to standard norms of outlay for these purposes and 
cent per cent verification of the utilisation of loans within 3 months of 
the disbursement of the final instalment of the loans should be adhered 
to. The utilization certificates issued by the assistant land valuation 
officers (ALVOs) should be test-checked by the manager of the bank 
as well as by the departmental staff. 
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(b) Purchase of Land 

28. Loans for purchase of land may be restricted to small farmers only 
for rounding off their uneconomic holdings and not for the bigger culti¬ 
vators to extend the size of their holdings. 

(c) Defective Loaning Policy 

29. Another important factor responsible for the heavy overdues was 
the defective loaning policy in regard to advances for preparation of land 
for orchard plantations. The initial gestation period considered necessary 
for deriving the yield from the investment was not taken into account 
by the bank while fixing the repayment schedule. Instalments for repay¬ 
ments were fixed from the first anniversary of advancing such loans. 
This had also contributed to the overdues of the bank which when they 
became sizeable forced the bank to make contributions to the sinking 
fund from out of its own resources. After the study conducted by the 
All-India Central Land Development Banks Co-operative Union jointly 
with the officers of the Reserve Bank in May 1971 in regard to the 
economics of financing of orchards of apples, citrus and stone-fruits, the 
bank was advised that repayment of such loans should commence from 
the eighth year in the case of apples and from the sixth year in the 
case of citrus/stone-fruits. The bank has since reoriented its loaning 
policy on the lines suggested and is regulating its commitments towards 
sinking fund accordingly. The Study Team recommends that the instal¬ 
ments on the loans already issued by the bank for these orchards may 
also be rescheduled, the bank being given corresponding relief in regard 
to the contributions to be made by it to the sinking fund. 

(d) Lack of Adequate Staff for Supervision 

30. Lack of adequate staff with and effective supervision over the 
working of the branches and laxity in recovery operations were also 
contributory factors for the continuous rise in overdues particularly in 
the Kotkhai and Theog Tehsils of Mahasu District. A specific mention 
may be made of 122 cultivators who, among themselves, were in arrears 
to the bank to the tune of Rs 3.00 lakhs as on 30 June 1972. The 
assistant land valuation officers who were entrusted with the 
responsibility of recovery of loans could not pay adequate attention 
to this work as they were loaded with other multifarious duties such 
as preparation of loan applications, valuation of land, disbursement of 
loans, verification of utilization of loans etc. 

31. In the Kangra Primary Land Mortgage Bank there were heavy 
overdues as on 30 June each year and they were brought down 
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appreciably, in the subsequent months. This was due to the fact that 
the due date (i.e., 30 June) had not been related to the period of 
peak market arrivals of wheat which is the principal rabi crop in 
the area. The due date has since been fixed as 31 July for this region. 
This is the due date for short-term agricultural loans also. 

(e) Damage to Crops 

32. Widespread damage to both the apple and potato crops in 1971-2 
due to very heavy rains and hail-storm was yet another reason for 
the rise in the overdues. The poor recoveries despite a bumper 
seed-potato crop during 1972-3, on the other hand was attributed to 
the crash in prices of this crop. The apple crop during 1972-3 was 
reported to be hardly 20 per cent to 30 per cent of the normal crop. 
In the wake of heavy losses suffered by the cultivators due to the 
natural calamities in 1971-2, the state government had remitted the 
land revenue in the entire state. The Study Team feels that as a measure 
of relief to the borrowers in these years of widespread failure of crops 
the recovery of loan instalments should be postponed. In this connexion 
the Study Team recommends that the state government should arrange 
for quick assessment of annawari whenever substantial damage to crop 
is reported in any part of the state. 

33. The bank should also be given relief by allowing postponement 
of the contributions to the sinking fund in these years. The amount 
of contribution recommended above to be deferred on account of the 
failure of crops should, however, be made good in a period of three 
years starting from 1976-7 onwards. The proposed relief should not 
cause any anxiety in regard to the bank’s ability to redeem the debentures 
as the earliest maturity of ordinary debentures floated by the bank 
would be in the year 1980. Even in the year 1980, the bank’s obliga¬ 
tions to the debenture-holders would be Rs 9.60 lakhs against which 
the amount in the sinking fund was of the order of Rs 18.88 lakhs as 
on 30 June 1973. The debentures that fall due for redemption in the 
succeeding two years amount to Rs 32.95 lakhs and Rs 8.80 lakhs 
respectively. As a measure of precaution, it is suggested that the 
postponement of the sinking fund contribution should be allowed on the 
explicit understanding that shortfall in the sinking fund to redeem the 
debentures, if any, should be made good by the state government. 

34. These measures would enable the bank to disburse loans within 
the discipline stipulated by the Reserve Bank, i.e., of regulating lendings 
on the basis of overdues at the primary/branch level. In suggesting 
these measures the Study Team is also guided by the fact that the 
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Agricultural Refinance Corporation has sanctioned a scheme of Rs 39.00 
lakhs for apple gardens to be implemented in a period of two years. 
Under the scheme the bank is required to cover 1000 acres involving 
a total financial outlay of Rs 13.00 lakhs during 1972-3. As against 
this the bank has so far disbursed a meagre sum of Rs 3.00 lakhs only. 
The reasons for the tardy progress in financing the apple garden scheme 
have mainly to be sought in the difficult financial position of the bank 
and unless some effective relief on the above lines is given, the achieve¬ 
ment of the ordinary loaning programme as well as the Agricultural 
Refinance Corporation scheme may remain a remote possibility. 

35. While the above measures might provide some temporary relief 
to the borrowers as well as the bank it must be emphasised that the 
enduring remedy lies in accelerating the pace of recovery. It is, therefore, 
suggested that immediate measures should be taken to strengthen the 
supervisory machinery of the bank by posting an assistant registrar at 
the head office to be in overall charge of supervision, who in turn, 
should be assisted by one inspector and two sub-inspectors in charge of 
each of the four zones, into which the state may be divided for the 
purpose of supervision. As the financial position of the bank is unsatis¬ 
factory, it is suggested that the state government should bear the salary 
and allowances of the staff who may be deputed to the bank initially 
for a period of 3 years. In view of the urgency of the problems, the 
Study Team feels that highest priority should be accorded to the 
strengthening of the supervisory staff. The Registrar, however, indicated 
that the position of staff with the department was very tight and that 
under the Fourth Five-year Plan, there was no provision for strengthen¬ 
ing the staff of the co-operative department. Nevertheless, he promised to 
approach the state government to implement the suggestion this year. 

36. The reconstitution of the board of directors of the bank might 
have a salutary effect in reducing the overdues. The board was not a 
representative one inasmuch as there were no representatives from 
Sirmur, Solan, Kulu, Chamba, Lahaul and Spiti and Kinnaur Districts 
on it. Besides, the Kangra, Hamirpur and Una Districts were 
represented by one director. In the absence of proper representation of 
non-official leadership from the different areas, the board leaned heavily 
in favour of a few districts particularly the Mahasu District. The 
concentration of loans and overdues in Mahasu District speaks volumes 
in this regard. The board may preferably be reorganized on the following 
lines so as to give proper representation to all the districts in the state. 

(i) Three representatives of the Kangra Primary Co-operative 
Land Mortgage Bank—one from each of the districts covered 
by it. 
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(ii) Seven directors to be elected by the general body out of the 
individual shareholders with a maximum of one from each 
district. 

(iii) Trustee’s nominee and three officials to be nominated by the 
state government; and 

(iv) A nominee of the Himachal Pradesh State Co-operative Bank. 

The seven directors to be elected by the general body may represent 


the districts as under : 



District 

No. of Directors 

1. 

Simla and Kinnaur 

1 

2. 

Sirmur 

1 

3. 

Bilaspur 

1 

4. 

Mandi 

1 

5. 

Kulu & Lahaul and Spiti 

1 

6. 

Chamba 

1 

7. 

Solan 

1 

37. After the reorganization of the board on the above lines a stipula¬ 
tion may be made in the bylaws or Rules framed under the Act that 


a director would automatically cease to hold office if the recovery 
in the areas represented by him was less than say 70 per cent of the 
demand for the year. 

Resource Mobilization 
(a) Ordinary Debentures 

38. As discussed earlier, the floatation of ordinary debentures did 
not meet a fair degree of success, the position being particularly 
disturbing in 1972-3, when it could float debentures to the tune of 
Rs 16.50 lakhs as against the approved ordinary debentures programme 
of Rs 45.00 lakhs. This was mainly due to the heavy overdues. For 
want of resources, the interim finance from the Himachal Pradesh 
State Co-operative Bank was utilized to meet the stipulated sinking 
fund contributions and to pay interest on the debentures. The 
discipline imposed by the Reserve Bank in limiting advances in the 
area with heavy overdues also affected the flow of credit to a limited 
extent since the bank did not strictly adhere ,to the stipulated norms. 
Here it may be mentioned that the proposal of the Himachal Pradesh 
Central Co-operative Land Mortgage Bank for floatation of XVI series 
of debentures for Rs 5-00 lakhs which was first forwarded to the Reserve 
Bank on 21 August 1972 could not be accorded approval due to 
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reasons communicated to the Registrar, Co-operative Societies, 
Himachal Pradesh in terms of ACD letter No. ACD.LDB.554/ 
D.22-72/3 dated 6 October 1972. 

39. However, considering the tight financial position of the bank and 
the consequent difficulty in even meeting the sinking fund contribu¬ 
tions, the Reserve Bank of India accorded its approval for the floata¬ 
tion of XVI series of ordinary debentures on 30 January 1972 subject 
to the condition that out of the proceeds of these debentures, whatever 
deficits subsisting at that time in the commitments to the sinking fund 
will be met and only the balance will be utilised either for fresh loans 
or repayment of any interim accommodation drawn by the bank. 

40. The bank next submitted its proposal for floatation of XVII series 
of ordinary debentures for a sum of Rs 5.00 lakhs on 6 March 1973 
but the Reserve Bank refused its approval on the ground that the bank 
had utilized the entire proceeds of XVI series of ordinary debentures 
amounting to Rs 5.50 lakhs in repaying the interim accommodation, 
while it was in deficit of Rs 4.32 lakhs in its commitment to the 
sinking fund which was in violation of the condition stipulated at the 
time of according approval for the XVI series. 

(b) Special Debentures 

41. The bank forwarded its proposal for floatation of the first series 
of special development debentures for apple cultivation scheme for 
Rs 3.00 lakhs to the Agricultural Refinance Corporation on 
23 May 1973. In terms of their letter dated 4 July 1973, the Agricul¬ 
tural Refinance Corporation advised the bank that it was not in a 
position to consider floatation proposal in view of high percentage of 
overdues to demand (69.2 per cent) as on 30 June 1972. In this 
connexion the Corporation asked the bank to make available the latest 
position in regard to overdues, i.e-, on 30 June 1973. The bank was also 
advised to furnish the details in regard to steps taken by it with 
reference to the rehabilitation programme suggested by the Agricul¬ 
tural Credit Department of the Reserve Bank of India. 

42. The bank vide its letter dated 14 July 1973 advised the Agricul¬ 
tural Refinance Corporation that on 30 June 1973 the overdues at 
Rs 27.09 lakhs constituted 72.1 per cent of the demand for that year. 
It also spelt out the steps proposed to be taken to implement the 
rehabilitation programme suggested by the Agricultural Credit Depart¬ 
ment of the Reserve Bank of India. Since the steps included a number 
of aspects on which the state government have been asked to lend its 
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support to the bank, the Agricultural Refinance Corporation, invited 
comments from the Secretary, Co-operation in terms of its letter 
dated 1 August 1973. 

43. The Study Team feels that the speedy implementation of the 
rehabilitation scheme by the state government would be a positive step 
in putting the bank on a sound footing. The Team is also of the view 
that the heavy overdues at the central land mortgage bank’s level which 
are mainly as a result of concentration of overdues in a few areas should 
not hamper the development programme in the areas where overdues 
are relatively much less. 

Sinking Fund Commitments 

44. Due to poor recoveries the bank’s disposable owned funds have 
been largely utilized for meeting the sinking fund commitments and 
payment of interest on debentures. Despite this, there were deficits in 
the contribution to the sinking fund as given in Table 7. 


TABLE 7 

Position Regarding Sinking Fund Commitments 

Rs Lakhs 


Year 

Sinking fund 
commitment 
(cumulative) 

Aggregate amount 
credited to the 
sinking fund 

Shortfall at 
the end of the 
year 

1969-70 

7.12 

4.70 

2.42 

1970-71 

12.72 

11.38 

1.34 

1971-2 

21.20 

14.88 

6.32 

1972-3 

32.63 

18.88 

13.80 


Viewing the growing deficits in the sinking fund with concern, the 
Study Team recommends that financial assistance of the order of 
Rs 30.00 lakhs should be provided by the state government to bail 
out the bank from its present predicament. The assistance could partly 
be in the form of share capital contribution and partly in the form of 
a long-term loan. 

45. For the share capital contribution the Reserve Bank may consider 
giving a loan for Rs 15.00 lakhs from the National Agricultural Credit 
(Long-term Operations) Fund if the state government is agreeable to 
give the long-term loan of Rs 15.00 lakhs from its own resources. For 
the rehabilitation of co-operative banks, the Reserve Bank always insists 
on a matching contribution from the own resources of the state govern¬ 
ment, when its assistance in the form of a loan from the Long-term 
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Operations Fund to contribute to the share capital of the bank is 
sought for. The Registrar of Co-operative Societies was a little 
pessimistic about the possibility of obtaining a long-term loan of 
Rs 15.00 lakhs from the state government. He pointed out that 
although the Working Group that considered Annual Plan 
1972-3 recommended government assistance of Rs 5 lakhs for this 
purpose, the government had not so far provided the same. He had 
approached the government for this assistance quite sometime back 
and there was no favourable response from the state government so far. 
Despite this position, the Study Team strongly recommends that the 
government should provide a long-term loan of Rs 15.00 lakhs to the 
bank apart from a share capital contribution of Rs 15.00 lakhs obtain¬ 
ing a loan for an equal amount from the Reserve Bank of India’s 
National Agricultural Credit (Long-term Operations) Fund. Unless 
this assistance to the extent of Rs 30 lakhs is provided to the bank, 
it is doubtful whether the bank could re-start the flow of long-term 
credit, which is now almost completely choked and keep it going during 
the next 2-3 years before there is a substantial improvement in the 
overdues position of the bank. In this connexion, the Study Team also 
recommends that the budgetary allocations made to the horticulture 
department for issue of long-term loans for raising orchards may be 
discontinued and the amount earmarked for this purpose be given to the 
Himachal Pradesh Land Development Bank, as long-term loans. 

46. The particulars of the long-term loans issued by the horticulture 


department during the past 5 years 

are furnished below: 

Rs Lakhs 

1968-9 

.... 

16.72 

1969-70 

.... 

13.80 

1970-71 

.... 

12.28 

1971-2 

.... 

7.84 

1972-3 


8.15 


47. The advantage in diverting the funds earmarked to the horti¬ 
culture department as long-term loans to the land mortgage bank is 
that not only the operations of the land development bank would be 
revived but the long-term credit provided to the agriculturists in the 
state under this process would be much more than the amount so 
diverted. 

48. In addition, the government may treat the outstanding balance 
(Rs 6.24 lakhs) out of the loan of Rs 12.00 lakhs granted to the 
bank against unencumbered mortgages as a clean loan so that mortgages 
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to an equal extent would be released to the bank, against which it may 
float debentures for a period of 10 years. The state government should 
also postpone the recoveries of its loan instalments for a period of 
3 years. While these are some of the measures suggested to tide over 
the financial crisis, in which the long-term credit structure in the state 
is now placed, the long-term and more enduring solution lies in 
streamlining the recovery procedure and the administrative machinery 
for the purpose to effect recoveries, as and when the instalments of 
the loans fall due for repayment. 

49. The major inhibiting factor for the expansion of long-term credit 
in the state is the alarming position of overdues and the central land 
mortgage bank’s inability to float ordinary debentures even though 
it had collected unencumbered effective mortgages to the tune of 
about Rs 10.00 lakhs. In this connexion it may be noted that loan 
applications for an aggregate amount of Rs 2.60 lakhs which had been 
sanctioned more than a year back had remained undisbursed till date 
(31 August 1973). Further, 114 loan cases for an aggregate amount 
of Rs 7.63 lakhs which have been processed and finalised could not 
be put up before the executive committee owing to the financial 
stringency experienced by the bank. A good number of fresh loan 
applications might also be lying with the branches and many more 
applicants might also be turned away from the bank as its loaning 
operations have been suspended for the past one year. To revive the 
operations of the bank, although the special recovery drives should be 
launched with all vigour as stressed in the Reserve Bank of India letter 
No- ACD.LDB.936/D.22-72/3 dated 18 December 1972, immediate 
remedy lies in the state government’s providing the financial assistance 
recommended in the foregoing paragraph. Unless these steps are taken, 
it is very doubtful whether the target of Rs 5.00 crores recommended 
by the Working Group for co-operative schemes (Planning Commission) 
of Himachal Pradesh for the Fifth Five Year Plan would be achieved 
to any appreciable extent. 

Loan Policy 

50. The bank had adopted the production-oriented system of lending. 
It advanced more than 90 per cent of the loans for productive purpose. 
(Please see annexure given as Statement 2). It had also fixed scales 
of finance for different purposes based on scientific assessment of the 
financial outlays for different types of developments that could be 
undertaken in the different regions of the state. In some cases where 
a precise scientific assessment was not possible for the bank, it had 
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adopted the scales of finance laid down by the soil conservation depart¬ 
ment and the horticulture department. For instance, it fixed a scale 
of Rs 500 to Rs 750 per acre for reclamation of land in conformity 
with the scale fixed by the soil conservation department and Rs 800 
per acre for barbed-wire and stone-fencing fixed by the horticulture 
department. All loans other than those for tractors and agricultural 
machinery are disbursed in two instalments, i.e., 60 per cent with a 
minimum of Rs 2,500 as first instalment and the balance of 40 per cent 
as second instalment. With a view to ensuring proper utilization, we 
suggest that the loans for amounts exceeding Rs 6,000 for land improve¬ 
ment purposes may be advanced in 3 instalments, i.e., 40 per cent in the 
first instalment, and 30 per cent each in the second and third instalments. 
The minimum amount for the first instalment at Rs 2,500 may be 
removed to prevent the possibility of misutilizing the small loans ranging 
from Rs 2,500 to Rs 3,500 since the bulk of the loans could otherwise 
be drawn in the first instalment. Further, the bank would do well to 
fix the stage of work to be completed before the second or the 
subsequent instalments could be released. The utilization certificates 
which are presently of a routine nature could be made more meaningful 
by obtaining estimates of work completed along with them. 

51. The loan policy and procedures followed by the bank were 
deficient in several respects as may be seen from the following: 

Security 

52. The long-term loan sanctioned to a borrower is subject not only 
to the limits set by the cost of improvement or investment at the 
approved rate per acre or per unit bijt is also related to the value 
of land offered as security. The applicant, for loan, is required to 
produce certificate that the land is one or more of the following kinds: 

(i) Kalahoo —Provided the land is under cultivation. 

(ii) Bakhal —Sowing has been done continuously for 3 crops. 

(iii) Ghasni (grazing grounds)—At least one crop per year was 
raised during the preceding 3 years excluding gairmumkin 
land. 

53- The amount of loan permissible is calculated in the following 
manner: 

(a) Loans for productive purposes—60 per cent of the value of 
Kalahoo, Bakhal, and Ghasni lands. 

(b) Loans for non-productive purposes, viz., redemption of 
mortgage, discharge of old debts and purchase of lands—- 
40 per cent of the value of Kalahoo, Bakhal, and Ghasni lands. 
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54. The bank was determining the value of land with reference to 
statistics of sales during the last 5 years of the same or similar kind 
of land and in the event of non-availability of the sales statistics for the 
last 5 years, the valuation was made taking the average of another 
five preceding years. If in a particular village, the requisite sale 
statistics were not available, the valuation was done on the basis of 
sales statistics of similar kind of land of an adjacent village or any 
other village in the Patwar circle. Further, if the nature of land has 
changed from Bakhal to Kalahoo or vice-versa the value is determined 
with reference to the sale statistics of land of similar changed condition 
in an adjacent village. 

55. The undemoted multiples of land revenue are adopted for valua¬ 
tion in areas where the average of the 5 years sales does not exceed 
Rs 300 per bigha. But in adopting this system, the land valuation officer 
is required to ensure that the value so arrived at does not exceed the 
market rates prevalent in that Chak. The market rate is to be ascertained 
through local enquiries or from the Patwari on the basis of the average 
sales of the preceding one year. 

Multiples of Land Revenue for Valuation of Land 

(i) 400 times the land revenue when it does not exceed 40 paise 
per bigha. 

(ii) 300 times the land revenue when it is between 41 and 80 paise 
per bigha; and 

(iii) 250 times when the land revenue exceed 80 paise per bigha. 

56. Loans for land improvement purposes were permissible up to 
50 per cent of the value of dry land and 60 per cent of the value of 
wet land or land having orchards. For redemption of debts or purchase 
of land, loans were permitted to the extent of 40 per cent of the value 
of dry land and 50 per cent of the value of wet land or land having 
orchards. 

57. The need for adopting a scientific method for valuation of 
hypotheca has long been recognised. In this connexion, the Reserve 
Bank has advised the banks that the land benefited from the proposed 
development might be valued at eight times the net income after 
development and lay down area-wise norms for net income. 

The bank had not, however, initiated any action in this direction 
and it continued to value the land on the basis of sales statistics. The 
Study Team recommends that the bank may attempt an exercise on the 
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suggested lines with a view to adopting the more rational and scientific 
method for the valuation of land. 

Repaying Capacity 

58. The bank had fixed a uniform period of 10 years for repayment 
of loans advanced for sinking and repairs of wells, installation of pump- 
sets, purchase of tractors and other agricultural machinery, construction 
of farm houses, godowns/cattle-sheds, redemption of prior mortgages, 
purchase of land etc. The fact that a uniform period of repayment was 
laid down for all loans other than those issued for plantation of orchards 
irrespective of the size of holding and the income of the borrower 
indicates that the bank worked out the repaying capacity of the appli¬ 
cants mainly for determining their eligibility for the loans and not for 
fixing the period of the loans with reference to the extent of their 
repaying capacity. It also appeared that the working of the repaying 
capacity was manoeuvred in an elastic manner with a view to 
facilitating the sanction of loans. The Study Team recommends that 
the procedure for determining the borrowers’ repaying capacity should 
be rationalised on a scientific basis on the following lines as suggested 
by the Reserve Bank of India. 

59. The assessment of repaying capacity should be based only on the 
net incremental income from the benefiting land for determining the 
eligibility for the loan as well as its period. The repaying capacity might 
be fixed between 75 per cent and 90 per cent of the net incremental 
income depending upon the total size of the borrower’s landholding. 
The living standard might be taken at not more than 25 per cent of the 
incremental income or Rs 300 whichever was favourable to the borrower. 
The land mortgage bank should sanction loan only if the repaying 
capacity thus worked out was adequate to repay the loan within the 
maximum period of life of the asset or utility of the investment. It would 
also be desirable for the bank to fix area-wise norms for net income and 
incremental income. 

Issue of Loans for Purchase of Tractors 

60. The findings of the on-the-spot study conducted by an officer of 
the Chandigarh Regional Office of the Agricultural Credit Department 
in the area of operations of the Kangra Primary Co-operative Land 
Mortgage Bank revealed that in some cases the tractors supposed to have 
been purchased by the borrowers had not been registered in their names 
to establish their ownership and it could not, therefore, be concluded 
that the land mortgage bank loans had been utilized for the purpose for 
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which they had been issued, viz., acquisition of tractors. Most of the 
safeguards suggested by the Reserve Bank in its circular letter dated 
30 October 1971 are not being followed as noted below: 

(i) The bank did not insist upon down payment of the borrowers’ 
contribution, before disbursement of the loan. 

(ii) As against the Reserve Bank of India’s suggestion that there 
should be a minimum of 20 acres under double crop to be 
eligible for a tractor loan of 25 to 60 H.P., the bank had 
fixed the minimum acreage at 10 acres. 

(iii) The tractors purchased out of the loans were not hypothecated 
in favour of the bank. 

(iv) The bank’s lien as a financier was not notified to the Regional 
Transport Office. 

(v) The period of tractor loans issued by the bank was 10 years, 
while the Reserve Bank recommended that the maximum 
period for such loans should not exceed 7 years. 

(iv) The tractors were not comprehensively insured in the joint 
names of the bank and the borrowers. 

61. The following are the Study Team’s recommendations in regard 
to loans for purchase of tractors: 

(a) In view of the fact that at least 75 per cent of the repaying 
capacity of a borrower should accrue from out of the 
incremental income arising out of investment in tractors and 
this can be ensured only by fixing the minimum landholding 
for a tractor loan at about 20 acres of land under double 
crop, the bank should increase the requirement of holding 
from 10 acres to 20 acres or satisfy itself that the tractor 
would be engaged by the borrower for a minimum period of 
1,000 hours in a year. It is necessary that the bulk of the 
minimum workload (1,000 hours in a year for a 25 to 60 H.P. 
tractor) for the tractor is found in the holdings of the 
borrower himself. In cases where landholdings are lower than 
20 acres of land under double crop, the cultivators should be 
encouraged to obtain group loans for purchase of tractors. 
Alternatively, they may avail themselves of customs service 
rendered by agro-service entrepreneurs or from co-operative 
service societies. 

(b) The bank should insist on down payment by the borrowing 
members on the lines fixed by the Reserve Bank from time 
to time. 
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(c) The maximum period of loans for purchase of tractors should 
not exceed 7 years since the economic life of a tractor does 
not last beyond 7 years under the normal maintenance of an 
average farmer. 

(d) The bank in addition to the mortgage of unencumbered land 
should insist on hypothecation of tractor as collateral security 
through a separate deed of hypothecation notwithstanding the 
fact that the value of the hypotheca is adequate to cover the 
loan amount after providing the usual margin. A sign plate 
should be fixed prominently on the tractor with the legend 
‘hypothecated to Himachal Pradesh Land Mortgage Bank. 
The tractors purchased out of the bank’s loan should be 
registered in the name of the borrower with the Regional 
Transport Office indicating the financing bank’s lien. A 
certificate about the bank’s lien could also be obtained from 
the Regional Transport Officer. The registration of the tractor 
in the borrower’s name and the entry regarding bank’s lien 
should be verified by reference to the registration book within 
a period of 15 days from the issue of loan or the reported 
delivery of the tractor to the borrower whichever is later. 
These steps will, inter-alia, (i) prevent the borrowing of 
another loan from some other institutions against the security 
of the same tractor; (ii) prevent the sale/transfer of the 
tractor without the knowledge/consent of the bank; and 
(iii) ensure the quick realisation of the loan amount out of 
the sale proceeds of the tractor in the case of default. 

(e) The tractor should be comprehensively insured in the joint 
names of the land mortgage bank and the borrower for its 
full cost during the period of the loan. A copy of the policy/ 
cover-note may be obtained and kept in the bank’s records 
to ensure that the tractor stands adequately insured. 

Issue of loans for purchase of Oil-engines/Pumpsets/Electric 

Motors etc. 

62. The bank did not observe the following precautionery measures 
while dealing with the loan applications for purchase of oilengines/ 
pumpsets, electric motors etc. to ensure the proper end-use of the 
investments. 

1. The Himachal Pradesh Central Co-operative Land Mortgage 
Bank did not maintain a list of authorised dealers/manufac- 
turers of oil-engines/pumpsets/electric motors etc. in its area 
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of operation and obtain from them particulars of the 
maximum permissible retail prices of the approved brands of 
oil-engines/pumpsets/electric motors. 

2. The borrowers were not required to bring the invoices giving 
particulars of the prices of the different items from the 
authorised agent/dealers who offered their sale. 

3. The collateral security of the pumpsets/oil engines/electric 
motors was not obtained nor were these insured. 

4. The amount of loan was disbursed by the land mortgage bank 
to borrowers instead of by means of a cheque to the dealer 
as suggested by the Reserve Bank of India. 

5. The period of the loans for installation of tubewells/pumpsets 
was fixed at 10 years as against 7 years suggested by the 
Reserve Bank of India. 

6. The bank did not periodically verify the possession of the oil¬ 
engines by the borrowers by deputing a supervisor for spot- 
verification. 

63. For want of these measures there is every possibility of large scale 
misutilisation of loans issued for these purposes. While emphasising the 
need for early implementation of the suggestions contained in the Reserve 
Bank of India circular No. ACD.LDB. 1356/D. 1-71/72 dated 11 April 
1972, the Study Team recommends that the supervisory staff should be 
suitably strengthened. This is particularly necessary in the case of the 
Kangra Primary Co-operative Land Mortgage Bank where the manager 
in addition to his managerial duties is also attending to the supervisory 
work. 

Long-term Co-operative Credit Assistance to Weaker Sections 

64. The Himachal Pradesh Central Co-operative Land Mortgage 
Bank has not so far made any efforts to meet the long-term credit 
requirements of the small and marginal farmers in the area of operation 
of the Small Farmers Development Agency, Sirmur, and Marginal 
Farmers and Agricultural Labourers’ Project, Solan. Despite the fact 
that the following concessions were allowed to the land development 
bank by the Government of India/Reserve Bank of India in the matter 
of financing the weaker sections of the community, the land development 
bank had so far issued only one loan to a small farmer in Small Farmers 
Development Agency, Sirmur as against 712 loans for minor irrigation 
and soil conservation in SFDA, Sirmur and 192 loans for minor 
irrigation purposes in MFAL, Solan issued by the commercial banks 
after these agencies have been set up: 
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(a) Easier terms of repayment period of loans 

(b) Lower down payments 

(c) Liberalised share capital ratio 

(d) Making the primary development banks in the SFDA areas 
eligible for full financing by the state co-operative land develop¬ 
ment bank irrespective of the percentage of their overdues. 

(e) Any viable scheme for agricultural development initiated by 
the SFDA being eligible for 100% refinance facilities from 
the Agricultural Refinance Corporation as against the usual 
pattern of 90% for minor irrigation schemes and 75% for 
other schemes 

(f) The loan eligibility of the farmers being determined on 
the basis of incremental income after improvement rather than 
on the value of security offered. 

65. Further, on the recommendation of the Working Group on 
Co-operation for the Fifth Five-Year Plan, the Ministry of Agriculture 
(Department of Co-operation) Government of India in their letter 
dated 12 May 1973 suggested the following further concessions with a 
view to ensuring increased flow of institutional credit to small and 
marginal farmers and meeting their needs on a primary basis : 

(i) If the resources available are inadequate in any land develop¬ 
ment bank to meet the requirements of all its members, the 
bank should ensure that the needs of small cultivators are 
adequately met on a priority basis. The co-operative land 
development banks should adopt a positive policy of canvas¬ 
sing applications from the weaker sections. 

(ii) The loaning policies of the co-operative land development 
banks may be liberalised in respect of valuation of landed 
property offered as security. Joint loans may be issued for 
groups of small cultivators and economic viability of the 
proposed investment rather than the value of the tangible 
security should form the basis for loans. 

(iii) Bigger cultivators, who can repay loans in shorter periods 
should be encouraged to avail of medium-term credit for 
investment. 

(iv) There should be co-ordination between the development 
department, land development bank and central co-operative 
banks, at the district level and below so that they do not follow 
diverse policies and programmes. Land development banks’ 
plans and targets should be drawn up in conjunction with 
agriculture/minor irrigation/soil conservation departments. 
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(v) The state governments may provide the necessary guarantee 
to cover the deficit in security in respect of long-term loans to 
the weaker sections for development purposes. 

(vi) A portion of the loans provided by the co-operative land 
development banks to small and economically weak farmers 
may be for redemption of prior debts. 

(vii) The sub-group on agricultural credit has also suggested the 
adoption of differential rates of interest in favour of weaker 
sections of the population. 

66. Some of the other measures recommended by the Government of 
India to the state governments to provide the basic framework for 
enabling larger flow of credit to weaker sections are the enactment of 
suitable tenancy legislation making the land records up to date, an 
active programme of consolidation of holdings and relief of prior 
indebtedness. 

67. These measures, however impressive they might be, would not by 
themselves ensure adequate flow of credit to the small and marginal 
farmers unless the measures suggested for the rehabilitation of the central 
land mortgage bank which is passing though a very critical phase are 
taken immediately. The responsibility for rehabilitation of the bank 
devolves primarily on the state government and it should, therefore, 
without any further delay provide the financial assistance of Rs 30 
lakhs recommended in an earlier paragraph. The state government 
should also provide the necessary guarantees for floatation of ordinary 
and rural debentures as also for the interim accommodation from the 
Himachal Pradesh State Co-operative Bank. 


The Kangra Primary Co-operative Land 
Mortgage Bank Ltd., Dharamsala 

68. The Kangra Primary Co-operative Land Mortgage Bank was 
registered on 30 September 1967. The more important financial and 
other particulars of the bank are given in Table 8. The detailed parti¬ 
culars are furnished in Statement 3. 

69. Quantitatively there has been some progress in the working of the 
bank but a great deal remains to be done in the matter of coverage 
of agricultural population and meeting their requirements for long-term 
credit. The following particulars of averages in respect of loans issued 
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TABLE 8 

Financial Particulars or thi Kanora Primary Land Mortgage Bank 

Rs Lakh 


Particulars 

Year ended 30 June 

1970 

1971 

1972 

1 

2 

3 

4 

Membership (No) .. 

595 

726 

896 

Paid-up share capital 
(a) Individuals 

". 1.08 

1.39 

1.81 

(A) State Government 

.. 0.40 

0.70 

1.00 

Statutory Reserve Fund 

— 

— 

— 

Other Reserves 

. . - 

— 

— 

Deposits (including rural debenture deposits etc.) 

. . - 

— 

— 

Borrowings from State Land Development Bank 

.. 11.22 

15.54 

22.17 

Loans advanced during the year .. 

.. 5.47 

4.88 

7.24 

Loans outstanding at the end of the year 

.. 11.41 

15.38 

21.85 


and loans outstanding per member are indicative of the fact that much 
headway had not been made by the bank: 


(Amount in thousands of Rs) 




1969-70 

1970-71 

1971-2 

1 . 

Membership (individuals) 

594 

725 

895 

2. 

No. of borrowing members 
during the year 

95 

120 

152 

3. 

No. of indebted members at 
the end of year 

235 

345 

516 

4. 

Average loan issued per member 

6 

4 

5 

5. 

Average loan outstanding 
per member 

5 

4 

4 


70. The coverage of rural population by the bank was quite poor. 
As against the rural population of 12.79 lakhs, the membership of the 
bank stood at 895 only as on 30 June 1972. This poor coverage of 
rural population was attributed to the shyness of the rural people to 
borrow from public institutions like banks where, according to them, 
there would be no secrecy of their financial status. They would try 
to keep their financial position confidential by borrowing only from 
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private moneylenders. Yet another reason for the poor coverage was 
said to be the delay in sanction of loans by the central land mortgage 
bank. Many agriculturists prefer to go to moneylenders, because of the 
dilatoriness of the procedures of the land development bank for sanction 
of loans. The directors of the bank felt that the powers of sanction 
delegated to them should be raised to Rs 10,000 per member to facilitate 
quick disposal of loan applications. Paucity of funds with the central 
land mortgage bank was adduced as the reason for the meagre issues 
of loans by the bank during the year 1972-3. The bank had stopped the 
sanction of loans for the last 2-3 months as there was no assurance of 
receiving funds from the central land mortgage bank. About 10 loan 
cases were pending sanction and perhaps prospective borrowers are also 
not submitting loan applications since they have become aware of the 
stringent financial position of the bank. 

71. While the bank had adhered to the norms laid down in regard 
to issue of loans for productive purposes, i.e., at least 90 per cent of 
the loans should be issued for productive purposes, the policy and proce¬ 
dure followed by the bank in regard to issue of loans was not in confor¬ 
mity with the suggestion made by the Reserve Bank of India. The 
deficiencies noticed in this regard are discussed below : 

(1) Value of Hypotheca 

The bank continues to undertake valuation of hypotheca which was 
done on the basis of sale statistics for the last 5 years of the same or 
similar kind of land. In regard to loans for improvement of land the 
quantum of loan could be up to 50 per cent of the value of the dry land 
and 60 per cent of the value of the wet land. For redemption of debts 
the quantum of loan could be up to 50 per cent of the value of wet land 
and 40 per cent of the value of dry land. 

(2) Assessment of Repaying Capacity 

72. The repaying capacity of the applicants for loans was not being 
worked out in a scientific manner. Recognizing the need for adopting 
a more scientific method for calculating the repaying capacity the bank 
had been advised to adopt the concept of incremental income for the 
various improvements and investments in land and fix area-wise norms 
in this regard for the various investments, after undertaking studies in 
the different areas/regions of the state. The bank did not conduct any 
studies in its area of operations although it was expected that the 
experiment, to begin with, would be implemented on a pilot basis in 
at least one branch/tehsil as a unit during 1972-3. 
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(3) Issue of Loans for Purchase of Tractors 

(i) The bank did not introduce the system of down payment of 
the borrowers’ contribution before disbursement of the loan as suggested 
by the Reserve Bank from time to time. 

(ii) As against the suggestion of the Reserve Bank the minimum 
land holding of a borrower for tractor loan should be 20 acres, the bank 
fixed the minimum holding at 10 acres. The bank did not also ensure 
that the tractors purchased out of loans would have a work-load of a 
minimum of 1,000 hours in an year. 

(iii) The tractors purchased out of the bank’s loan were not 
hypothecated to it nor were they comprehensively insured. 

(iv) The bank’s lien was not noted with the Regional Transport 
Authority in the case of tractors purchased with bank loans. 

(4) Issue of Loans for Minor Irrigation Purposes 

(i) List of authorized dealers of approved makes of oil engines/ 
electric motors was not maintained together with the current price-lists 
of the approved makes of the machinery. 

(ii) The borrowers were not required to bring quotations/sale 
invoices from the authorised dealers of agricultural machinery. 

(iii) Detailed estimates in regard to the cost of pumpsets, oil 
engines and electric motors together with the accessories and cost of 
their installation were not obtained from the borrowers. 

(iv) The collateral security of pumpsets, oil engines and electric 
motors was not insisted upon in addition to the prime security of 
mortgage of land. 

(v) The loan was issued to the borrower direct and not to the 
dealer as suggested by the Reserve Bank of India. 

(5) Loans for Construction of Godowns, Cattle-sheds, Water 
Channels etc. 

73. Detailed estimates indicating the amounts of expenditure on 
different items were not obtained from the applicants for loans. 

(6) Seasonality in Recovery 

74. The 30 June and 31 January have been fixed as the due dates 
for repayment of the yearly instalments from the incomes of the rabi 
and kharif crops, respectively. Wheat is the major rabi crop in the 
area of operations of the bank. The harvesting/marketing season for 
wheat extended up to the end of July. Fixing 30 June as the due date 
for repayment of annual instalment from rabi crops was, therefore, not 
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in conformity with the marketing season of the major crop. It was 
observed that a number of borrowers who had defaulted in repayment 
of their instalments on 30 June had cleared their dues by the middle of 
July/August. To set right this anomalous position, the Himachal Pradesh 
Central Co-operative Land Mortgage Bank, at the instance of the 
Reserve Bank, has recently adopted a resolution changing the due date 
from 30 June to 31 July in the area of operations of the Kangra Primary 
Co-operative Land Mortgage Bank. This may be given effect to early. 

(7) Supervision 

75. The staff of the bank at its head office at Dharamsala comprised 
a manager, an accountant, clerk-cum-cashier and a clerk, while the 
staff of each of the two branches consisted of a manager only. There 
was no separate supervisor/land valuation officer either at the head 
office or the branches and the manager was discharging the duties of 
the supervisors/land valuation officer. During the year 1971-2 the bank 
disbursed 152 loans and the number of loans outstanding as on 30 June 
1972 stood at 516. Keeping in view the above position the strength of 
the staff may be suitably augmented. 

(8) Verification of Utilization of Loans 

76. The manager or the clerk recorded the observations of the verifica¬ 
tion of utilization of loans, on the office note of the loan case. In a 
number of cases no report was recorded after the release of the second/ 
final instalment of the loans regarding the proper utilization of the 
entire loans. In respect of loans issued for purchase of diesel engine/ 
electric motoil/tractors, original bills or copies thereof were not filed 
in loan cases. It was not ensured with reference to the registration 
certificate that the bank’s lien was noted for the tractors purchased out 
of its loans. No register was maintained to watch the verification of 
utilization of loans. In the absence of a utilization register, the bank was 
not aware of the number of cases in which the utilization of loans had 
not been verified. The lack of follow-up and supervision over the utiliza¬ 
tion of loans resulted in misutilization of loans in a number of cases 
as revealed by the on-the-spot studies undertaken by the officers of the 
Reserve Bank and Agricultural Refinance Corporation. 

Viability of the Bank 

11. During the period from 1966-7 to 1970-71, the bank incurred losses 
aggregating Rs 0.35 lakh. During the year 1971-2, the bank earned a 
profit of Rs 0.08 lakh and the same went to reduce the accumulated 
losses to Rs 0.27 lakh. 
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78. As on 30 June 1972 the overdues of the bank under interest 
aggregated Rs 0.51 lakh. The overdue interest was also taken to the 
profit and loss account without making a corresponding provision. This 
is not a correct or desirable practice. Only the interest actually realised 
and the accrued interest which has not fallen due for repayment should 
be taken to the profit account. 

79. While the borrowing rate of the bank was I /2 per cent, its lending 
rate was 9 per cent. Thus the margin available to the bank was V /2 
per cent. This margin could be considered adequate. However, the bank 
had not been in a position to earn good profits since its business turn¬ 
over had been meagre. It may be added here that there is no special 
schemes of the Agricultural Refinance Corporation in the area of opera¬ 
tion of the bank. The entire business of the bank was limited to ordinary 
loaning. The particulars of the loans issued by the bank during the last 
four years were as under : 

Rs Lakhs 


1969-70 

5.47 

1970-71 

4.88 

1971-2 

7.24 

1972-3 

2.89 


80. The outstanding loans as on 30 June 1972 amounted to Rs 21.85 
lakhs. As already mentioned the coverage of rural population by the 
bank was poor. The membership of the bank as on 30 June 1972 was 
895 only while the rural population in its area was 12.79 lakhs. In view 
of the large rural population in its area, there is vast potential for 
developing the business of the bank. However, the hilly terrain of the 
area is a stumbling block for a rapid increase in the coverage of rural 
population and development of the business of the bank. Notwithstand¬ 
ing the difficult geographical conditions obtaining in the area of opera¬ 
tion and the poor coverage of rural population, the bank had shown an 
increase of about 47 per cent in its loaning operations in 1971-2 over 
the year 1969-70. The setback to its business in 1972-3 was beyond its 
control, occasioned by tight financial position of the central land 
mortgage bank. It can be expected to make up for this setback and 
forge ahead in the year 1973-4 and 1974-5 with a minimum fresh loan 
business of Rs 10.00 lakhs per annum. Thus, it could be expected to 
become a viable unit in about 3 years. No doubt the bank did not have 
the necessary complement of staff. There was no land valuation officer/ 
supervisor with the bank and if its loaning operations were to increase 
it is necessary for it to appoint the full complement of staff. This can be 
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expected simultaneously with the increase in its business. The bank is 
having two branches at Una and Nurpur. The establishment expenses 
of these branches were till recently met by the central land mortgage 
bank, out of the Plan assistance received for the managerial staff of land 
development banks. This assistance ceased with effect from 30 June 
1973. These two branches are not self-supporting yet and the head office 
of the Kangra Primary Land Mortgage Bank will have to meet their 
establishment expenses for some more time. There is very good potential 
in the areas of these branches for the issue of sizeable amount of loans 
for the purchase of tractors, sinking of wells, installation of pumpsets 
etc., and with the development of their business in the near future they 
can reasonably be expected to become viable and self-supporting units. 
The assistant land valuation officers in charge of the branches should 
take initiative and canvass for business in their areas with the required 
zeal and enthusiasm and not merely wait for the applications to reach 
them. The viability of these branches apart from that of the head office 
would depend to a large extent upon their devotion to develop the 
branches. 


Prospective Role of Land Mortgage Bank 
Geophysical Conditions 

81. Physiographically the territory can be divided into two regions— 
southern and northern. The southern parts of Himachal Pradesh are 
almost as hot as the plains while the northern region has temperate 
summer and winter with extreme cold and heavy snowfall. The districts 
of Simla and Sirmur have alluvial soil while the remaining districts have 
hilly soils with texture ranging from silty loam to clay loam, greyish 
brown to dark brown in colour. The normal rainfall of Himachal 
Pradesh is 1523 mm. (60"). Maximum rainfall is noticed in Kangra 
District followed by Simla. 

Agriculture 

82. About 95 per cent of the total population were agriculturists and 
the agricultural produce grown in the state consisted of maize, barley, 
wheat, potatoes and fruits. Among the fruits, apple, apricot and plums 
are important. The break-down of the area under the principal food 
and non-food crops is given in Table 9. 

83. The index number of agricultural production (1956-7 = 100) for 
foodgrains and non-foodgrains stood at 129.65 and 203.20 respectively 



ROLE OF LAND MORTGAGE BANK 


317 


TABLE 9 

Area under Food and Non-pood Crops in 1969-70 

Hectares Thousands: Tonnes Thousands 


H. P. Kangra Mandi Mahasu Other 

districts 

Area Prod. Area Prod. Area Prod. Area Prod. Area Prod. 


A. Food crops 


I. Cereals: 


Wheat . . 

305.3 

255.7 

126.4 

90.7 

51.9 

51.5 

38.0 

25.2 

89.0 

88.3 

Maize . . 

255.9 443.5 

98.6 

140.1 

35.1 

77.2 

27.8 

60.2 

94.4 

166.0 

Rice 

97.1 

113.8 

46.5 

59.2 

23.8 

28.7 

8.0 

7.1 

18.8 

18.9 

Barley . . 

39.7 

35.2 

4.1 

3.2 

5.8 

3.5 

10.3 

6.3 

19.5 

22.2 

Millets . . 

30.2 

19.3 

— 

— 

3.0 

0.4 

11.3 

11.5 

15.9 

7.4 

Rayi 

13.9 

9.0 

— 

— 

6.8 

2.9 

4.8 

4.7 

2.3 

1.4 

II. Pulses 











Gram .. 

15.3 

9.2 

6.1 

3.1 

0.2 

0.1 

0.3 

0.1 

8.7 

5.9 

Other pulses 

44.1 

14.3 

16.3 

4.4 

5.7 

2.2 

7.4 

2.3 

14.7 

5.4 

III. Other Food Crops 











Potato .. 

19.2 

91.8 

1.1 

9.2 

2.0 

7.1 

12.6 

63.4 

3.4 

12.1 

Sugarcane 

4.4 

50.9 

2.1 

17.0 

0.2 

2.2 

0.1 

0.9 

2.0 

30.8 

Ginger . . 

1.6 

0.8 

— 

— 

— 

— 

0.1 

— 

1.5 

0.8 

Chillies 

0.3 

0.1 

— 

— 

— 

— 

— 

— 



B. Non-food crops 











I. Oil seeds 











Rape and 











mustard 

3.9 

1.2 

0.4 

0.4 

0.1 

0.2 

0.1 

0.2 

3.1 

1.0 

Linseed.. 

6.6 

1.4 

5.8 

1.2 

0.7 

0.2 

— 

— 

0.1 

— 

Sesamum 

7.5 

1.8 

6.1 

1.5 

0.1 

0.1 

— 

— 

1.3 

0. 2 

II. Tobacco 

0.7 

0.3 

'J |"bL 


0.2 

0.1 

— 

— 

0.5 

0.2 

Cotton . . 

0.7 

0.9 

0.3 

0.3 

— 

— 

— 

— 

0.4 

0.6 


for the year 1969-70. The average annual growth rate worked out to 
2.3 per cent for foodgrains and 8.0 per cent for non-foodgrains. The 
increase in agricultural production is more a sequel to increase in 
productivity rather than increase in the area under principal crops. 
While the index of area under principal crops (1956-57 = 100) for 
foodgrains and non-foodgrains rose to 103.89 and 146.63 respectively in 
1969-70, the index of agricultural productivity with the same base rose 
to 124.9 for foodgrains and 138.58 for non-foodgrains in 1969-70. 

84. It will be seen from the above data that Kangra (including Una 
and Hamirpur) ranked first in agricultural production followed by 
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Mandi and erstwhile Mahasu District. The agricultural production in 
other districts was relatively very small. The state government can 
carry out surveys for identification of areas where land reclamation and 
levelling is possible at economic rates and draw up special schemes for 
assistance from the Agricultural Refinance Corporation. 


Land Utilization 

85. Out of 2912 lakh hectares of land (1967-8) more than one-third 
of the land was not available for cultivation, the area under forests 
alone accounting for 21.7 per cent of the total geographical area. About 
two-fifths of the area was under permanent pastures and grazing land. 
Only 18.8 per cent of the total area was net sown area as compared to 
about 45 per cent sown area for the country. The land utilization 
statistics for 1967-8 (agricultural year) are given in Table 10. 


TABLE 10 

Land Utilization in Himachal Pradesh in 1967-8 


1. Total geographical area (according to village papers) 

2. Forests. 

3. Barren and uncultivable land .. . 

4. Land put to non-agricultural uses. 

5. Culturable waste .. . 

6. Permanent pastures and other grazing land 

7. Land under misc. tree crops and groves not included in the 
net area sown .. 

8. Other uncultivated land excluding current tallows (total 

of 5 to 7) . .. .. 

9. Current fallows 

10. Other fallows .. 

11. Total fallow land 

12. Net area sown 

13. Total cropped area .. 

14. Area sown more than once .. 


Area Percentage 
(In lakh to total 
hectares) 


I 2 


2912 100.0 

634 21.7 

143 4.9 

173 5.9 

146 5.0 

1165 40.0 

40 1.4 

1351 46.4 

60 2.1 

3 0.1 

63 2.2 

547 18.8 

899 30.8 

352 12.1 


Irrigation & Soil Conservation 

86. It will be seen from the above table that the area sown more than 
once at 352 lakh hectares constituted nearly two-thirds of the net 
area sown. This high percentage of double cropping was possible because 
of the good rainfall (60") rather than irrigational facilities which are 
rather scanty as will be seen from the data for the year 1967-8 given 
in Table 11. 
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TABLE 11 

Area Irrigated by Different Sources 


State/ 
District 

Net sown 

Net Irrigated Area (In hectares) 


area (Lakh 
hectares) 

Canals 

Tanks 

Wells 

Other 

Total 

Himachal Pradesh 

547 

116 

13 

786 

89068 

89983 

Bilaspur 

30 

— 

— 

8 

1965 

1973 

Chamba 

40 

— 

— 

— 

3967 

3967 

Kangra 

191 

• _ 

_ 

657 

39693 

40350 

Kinnaur 

8 

— 

— 

— 

4295 

4295 

Kulu 

33 

_ 

_ 

_ 

2591 

2591 

Lahaul & Spiti . . 

3 

— 

— 

_ 

2417 

2417 

Mahasu 

81 

— 

_ 

_ 

7009 

7009 

Mandi 

84 

— 

_ 

_ 

13200 

13200 

Simla 

35 

_ 

_ 

100 

4849 

4949 

Sirmur 

42 

116 

13 

21 

9082 

9232 


87* Due to hilly topography of the state, there is little scope for large- 
scale irrigation projects. The usual type of irrigation seen in the state 
is the Kuhals (irrigation channels) which are extensively built under 
the minor irrigation programmes. While increasing irrigational facilities 
is a formidable task, soil conservation is an essential developmental 
measure in the state since soil erosion is heavy because of the steep 
gradients of the cultivable land. Soil conservation schemes are imple¬ 
mented by both the forest and agriculture departments. Soil conservation 
is not only beneficial for agriculture but it prolongs the life of storage 
reservoirs of the irrigation and electricity generating projects and 
moderates the floods. 

Horticulture 

88. Horticulture development is significant for supplementing the 
otherwise meagre income of the agriculturists. The cost of farming 
operations is much higher in the state as compared to plains because 
of the steep gradients even of the cultivated land. Even though there 
is a breakthrough in the cultivation of high yielding varieties of 
wheat, there are obvious limitations for their yields because of the 
problems of irrigation in hilly areas. The agriculturists could, therefore, 
aspire to increase their incomes not so much by intensive cultivation 
of the traditional crops in the valley areas, as by bringing the waste 
areas which are sloppy or otherwise unfit for cultivation of foodcrops 
under orchards. The cultivators have already taken to horticulture and 
nearly 5,000 hectares of new area is being brought under orchards 
every year. 
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Seed. Potato 

89. Seed potato is a major cash crop of the state. The potatoes pro¬ 
duction has increased manifold in recent years. But the problem is that 
only the best quality of potatoes are required for seed while low grades 
and culls are always in a very high percentage, thus rendering seed 
potato growing not so profitable. Further, the seed potato trade is facing 
tough competition from other states where the increased facilities for 
refrigeration has made it possible to use their produce also as seed 
potato. Besides, the other states have also started growing seed potatoes. 
The problem of low grade culls could best be tackled by processing them 
not only for preservation, but into attractive finished products rather 
than by restricting the area under the potato crop. 

Tea 

90. Tea is an important cash crop of Kangra District. The total area 
under tea in the district is 9607 acres according to revenue records. 
There are 1159 gardens in Kangra of which 800 are below 8 acres 
including 300 which are below 3 acres. There are only 90 gardens 
which are over 150 acres. Small growers are thus predominant among 
tea producers of the district. The small farmers cultivate tea along with 
raising food-crops and for them it is said to be a subsidiary occupation. 
Most of the tea bushes in the district are said to be old having outlived 
their economic life which is 60 to 80 years and are now more than 
100 years old. As a result, the average yield per hectare is only 
285 kgs. as compared to the all-India yield of 1036 kgs. Besides, the 
quality of tea does not compare favourably with that grown in other 
parts of the country. As against the all-India average price of Rs 5.16 
per kg. the Kangra tea fetched only Rs 2.75 per kg. There appears 
to be thus ample scope for replacement of the existing uneconomic tea 
plantations if full benefits are to be derived. Side by side the processing 
facilities which are considered inadequate at present will have to be 
developed. This is particularly important since the beneficiaries would 
be small cultivators and tea is an important foreign exchange earner. 

Potential for Agricultural Development 

91. Because of the mountainous terrain, scope for advancing loans for 
dugwells/tubewells is extremely limited, excepting in the district of 
Una, Paonta sub-division of Sirmur District, Nalagarh sub-division 
of Solan District and Nurpur sub-division of Kangra District which 
offer some scope for these purposes. Likewise, due to the small size 
of holdings, steep gradients of land and the terrace type of cultivation 
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there is very little scope for issuing loans for purchase of tractors even 
in the valley areas. It may be mentioned in this connexion that the 
Himachal Pradesh Agro-Industries Corporation from its inception in 
1971 has distributed only 300 tractors amongst cultivators, government 
and local bodies and hopes to distribute another 400 to 500 tractors 
by the end of the Fifth Plan. Considering the hilly terrain and the small 
size of cultivated holdings, the Corporation is contemplating to fabricate 
or encourage the manufacture of a smaller horse-power tractor or power 
tiller suiting the requirements of the state. 

92. The scope of loans from the land development banks for reclama¬ 
tion of land including terracing is also extremely limited since the 
forest and agriculture department provide financial assistance for 
reclamation of land on very liberal terms, i.e., 50 per cent as subsidy 
and the balance 50 per cent only as loans. 

93. While there is very limited scope for loans for development of 
land and agricultural machinery, horticulture development in the state 
and replantation of tea gardens in Kangra District, which have almost 
outlived their economic life, appear to offer great potential for extension 
of long-term investment credit. The problem, however, requires to be 
tackled on an area approach under special schemes with assistance from 
the Agricultural Refinance Corporation. A beginning in this direction 
has already been made with the sanction of a special scheme of 
Rs 39 lakhs. Under the scheme, special development debentures are 
to be issued for a total amount of Rs 39 lakhs over a period of 2 years 
up to June 1974 in order to provide long-term loans for apple cultiva¬ 
tion over an area of 3,000 acres in 14 selected blocks in erstwhile 
Mahasu District, Sirmur, Mandi and Kulu Districts as indicated in 
Table 12. 


TABLE 12 

Particulars of ARC-Refinanced Scheme 


Rs Lakhs 


Year 

Area to be 
covered during 
the year 

14 year 
debentures 

ARC share 
(75%) 

State Govern¬ 
ment share 
(25%) 

1972-3 

1000 

13.00 

9.75 

3.25 

1973-4 

2000 

26.00 

19.50 

6.50 

Total 

3000 

39.00 

29.25 

9.75 
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Targets for the Fifth Plan 

94. The Working Group which considered the state proposals for 
agricultural and allied activities during the Fifth Five-Year Plan in 
August 1973 recommended a target of Rs 5.00 crores for long-term 
loans to be advanced by the land development banks under their normal 
and special development loaning programmes. Another amount of 
Rs 7.00 crores was to be issued under IDA apple project mainly through 
commercial banks. 

95. For the long-term loaning of Rs 5.00 crores under ordinary as 
well as special programmes the required government support at 10 per 
cent of the debentures floated would be of the order of Rs 50 lakhs. 
However, the state government had provided Rs 20 lakhs only for 
debenture support under horticulture schemes. Besides it had provided 
an additional amount of Rs 20 lakhs for taccavi loaning under horti¬ 
culture. The Working Group observed that the taccavi loaning was in 
the nature of non-Plan expenditure and as such this provision should 
also be transferred under agricultural credit for debenture support. 
Thus a total of Rs 40 lakhs would be available in the Plan under horti¬ 
culture schemes which the Working Group recommended should be 
shifted to agricultural credit schemes for debenture support. It also 
recommended that the amount should be raised to Rs 50 lakhs to cover 
the proposed lending of Rs 5.00 crores by land development banks 
under ordinary as well as special loaning programmes. 

Prospective Role of the Central Land Mortgage Bank 

96. The smooth flow of investment credit is, among others, dependent 
on the organizational strength, financial soundness and operational 
competence of the lending agencies. However, the central land mortgage 
bank has not been able to play the role required of it because of the 
administrative weaknesses, heavy overdues and other factors which 
materially affected the capacity of the institution to float debentures 
and avail of interim accommodation from the Himachal Pradesh State 
Co-operative Bank. This has resulted in clogging of the credit pipe 
line and denial of credit to agriculturists since September 1972. There 
was, therefore, imperative need to rehabilitate the bank. The ability 
of the central land mortgage bank to achieve the target set for it in 
the Fifth Plan would, therefore, depend upon the steps taken to 
rehabilitate it into a viable structure by reducing the level of overdues, 
reorienting its lending policies and procedures and strengthening its 
supervision machinery. These are discussed in detail later. 
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97. A rehabilitation scheme suggesting a variety of measures which 
seek to bring the central land mortgage bank back to a state of effec¬ 
tive functioning was drawn by the Reserve Bank of India towards the 
end of 1972 and forwarded to the Registrar, Co-operative Societies, 
Himachal Pradesh for necessary action. The Registrar, Co-operative 
Societies, Himachal Pradesh has submitted detailed proposals on the 
lines recommended by the Reserve Bank of India as far back as 
November 1972 and they are still under consideration of the state 
government. 

98. Unless steps are taken for the speedy implementation of the various 
measures suggested in the rehabilitation scheme, viz., (1) reconstitution 
of the board of directors; (2) strengthening of the supervisory 
machinery; (3) financial assistance from the state government; 
(4) reorientation of loaning policy; and (5) launching of recovery 
drive etc., it is doubtful if the bank would at all be able to achieve 
the avowed objectives. 

99. We would, however, like to emphasise here in addition to the 
above measures the desirability of strengthening the share capital of the 
Himachal Pradesh Central Co-operative Land Mortgage Bank and of 
the Kangra Primary Co-operative Land Mortgage Bank. This would 
not only help them to absorb the normal overdues which are incidental 
to the business of a credit institution without disrupting the credit line 
but it also reduces the dependence of the central land mortgage bank 
on interim accommodation for the accumulation of mortgages before 
floating debentures on their security. The interim accommodation is 
also becoming increasingly costlier. 

Taccavi Loans 

100. Taccavi loans are yet another inhibiting factor in the progress 
of land development banks in the state. It is now an accepted policy 
that taccavi loans should be restricted only for the relief of distress 
and all loans for developmental purposes should be through institu¬ 
tional agencies. Co-operatives are recognised as an ideal agency for the 
purpose of providing loans for agricultural development. We make the 
following recommendations in regard to taccavi loans: 

(1) The agriculture department as well as the horticulture 
department should forthwith discontinue issue of taccavi loans 
for development of land and raising of orchards. 

(2) The government should pass on the Plan provisions for 
taccavi loans as long-term loans to the central land mortgage 
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bank. This would not only help rehabilitate the land mortgage 
bank, but would also result in increasing the long-term loans 
to the agriculturists in the state, much larger than the taccavi 
funds so diverted. The funds made available by the state 
government could be utilized by the central land mortgage 
bank, to meet the shortfall in the sinking fund and for payment 
of interest on debentures. The government could use a part 
of the funds for purchase of debentures of the central land 
mortgage bank. It could also issue a part of the funds for 
providing subsidies to the cultivators who take loans for certain 
specified purposes such as sinking of wells, terracing of land 
etc., for which subsidies are at present allowed under taccavi 
loans. 

101. If the government desires that the interest rate charged by the 
land mortgage banks to the ultimate borrower on long-term loans should 
be brought down to the level of the rate of interest charged by the 
government on taccavi loans, it could utilise these funds to subsidise the 
central land mortgage bank for the purpose. 

102. The services of the government machinery for sanction of taccavi 
loans could also be placed at the disposal of the land development bank 
for the scrutiny of the loan applications to expedite their quick disposal. 

Strengthening of the Long-Term Credit Structure 
Measures for strengthening 

103. Due to the heavy overdues not only the owned funds of the bank 
but even a good part of the interim accommodation received by it from 
the Himachal Pradesh State Co-operative Bank have been locked up, 
resulting in the bank’s inability to even meet its sinking fund commit¬ 
ments. The deficit in sinking fund contributions was of the order of 
Rs 13.80 lakhs as on 30 June 1973. The accumulation of overdues far in 
excess of the capacity of the long-term credit structure to absorb them 
from its own resources had led to the choking of the channels of credit. 
The land mortgage banks have not been able to advance even a single 
loan under the ordinary programme since September 1972. The 
progress under the special scheme of apple plantations refinanced by the 
Agricultural Refinance Corporation has also been far from satisfactory 
inasmuch as the bank could advance only a meagre amount of about 
Rs 3 lakhs as against the target of Rs 13.00 lakhs for the year 1972-3. 
The serviceability of the long-term credit structure has thus been 
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impaired to such an extent that nothing short of a full-fledged 
rehabilitation programme of the Himachal Pradesh Central Co-operative 
Land Mortgage Bank can put it on its feet again. 

104. In the rehabilitation programme the main emphasis should be 
on vigorous recovery drives. Unless the overdues are reduced substan¬ 
tially the banks may not be in a position to advance sizeable amounts 
in the areas of operation of branches with heavy overdues due to the 
discipline imposed by the Reserve Bank of India. The more important 
of the steps that should be taken for reducing the overdues are indicated 
below: 

(i) The supervisory staff of the bank should be suitably 
strengthened. Considering the poor financial position of the 
bank it is suggested that as a transitional measure, the co¬ 
operation department may provide the services of the staff as 
recommended earlier for period of 3 years free of cost. 

(ii) Prompt action should be taken to institute execution 
proceedings against defaulters. The state government should 
strengthen the staff of sub-offices to make the coercive action 
effective and yield quick results. 

(iii) To facilitate the recovery operations the state government may 
amend the Punjab Land Mortgage Bank Act, 1957 as extended 
to Himachal Pradesh to enable the distraint and sale of produce 
even when one instalment of the loan is in arrears for more 
than 3 months. 

105. Alongwith the measures to reduce overdues, the loan policies and 
procedures should be rationalised to ensure proper end-use of the loans 
sanctioned by the land mortgage banks. Studies of utilization under¬ 
taken for the Study Team by the Officers of the Reserve Bank of India 
and the Agricultural Refinance Corporation in the area of the operation 
of Kotkhai, Kumarsain and Rajgarh branches of the Himachal Pradesh 
Central Co-operative Land Mortgage Bank and Kangra Primary Land 
Mortgage Bank revealed that non-utilization or misutilization of loans 
was one of the chief factors that contributed to the growth of overdues. 
The loan policy and procedures may be rationalized on the following 
lines: 

(i) The bank should put a check on loans for the purposes of 
construction of godowns, cattle sheds, farm houses etc., which 
were found to have been grossly misutilised. Further these 
loans even when properly utilised do not materially add to 
the earning capacity of the borrowers. 
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(ii) The quantum of loan should be related to the outlay and 
repaying capacity and not based only on the value of security. 

(iii) For scientific determination of the repaying capacity, the 
banks should adopt the concept of incremental income and 
fix region-wise norms for incremental income by carrying out 
studies for the purpose. 

(iv) The period of repayment of loans should be fixed with 
reference to the useful life of the asset, repaying capacity, etc. 

(v) The valuation of hypotheca should be done on the basis of 
capitalising net income at about 8 times the income. For this 
purpose also the bank should carry out studies and fix the 
norms for different regions in respect of average farmers with 
average yield and prices. 

(vi) The end-use of credit is a very important aspect of the 
production-oriented system of lending. To ensure it the 
following measures are suggested: 

(a) The utilisation certificates of the assistant land valuation 
officers should be based on factual assessment of the extent 
and cost of work done in each case. 

(b) The bank should obtain utilisation certificates in all cases 
irrespective of the quantum of loan. 

(c) A final utilization certificate after the disbursement of 
the second/final instalment should be obtained on the 
basis of an on-the-spot verification of utilization. 

(d) The bank/branches should maintain utilization registers 
to watch the progress in physical verification of 
utilization of loans. 

(e) The reports on verification of utilization by the assistant 
land valuation officers should also be test-checked by the 
officers of the bank and the departmental officials to 
ensure that the reports are submitted after on-the-spot 
verifications. 

(f) The loans for purchase of oil engines, electric motors and 
other agricultural machinery, should be disbursed direct 
to the company/dealer supplying the machinery after the 
same is delivered. The bank should keep the current price 
lists of approved makes of these machinery, oil engines, 
motors etc., and the amount sanctioned should be based 
on these prices. 

(g) When a tractor is to be purchased it should be ensured 
that some of the essential implements are also purchased 
alongwith it or that the borrower has the implements with 
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him. The bank should also ensure that the applicant has 
a minimum holding of 20 acres or 1000 hrs. of productive 
work as laid down by the Reserve Bank of India. 

(h) In the case of loans for tractors etc., the machinery should 
be hypothecated in the bank’s favour even though the 
advance is adequately secured against the mortgage of 
immovable property. 

(i) The tractors should be registered with the Regional 
Transport Office in name of the loanee with the bank’s 
lien being noted. 

(j) The tractors should also comprehensively insured in the 
joint names of the bank and the borrower. 

106. The above measures for reduction of overdues and rationalization 
of loan policy and procedures, would, however, yield their results over 
a period of time. The immediate problem facing the bank, concerns the 
starting of the credit line. Unless the bank restarts the provision of 
long-term credit early there could be permanent damage to its image of 
viability and with the increasing competition from commercial banks in 
the provision of agricultural credit, it may have to be wound up and 
disappear from the scene. To avoid this grim prospect, we recommend 
that the state government should come forward with a financial 
assistance of the order of Rs 30.00 lakhs in the form of a long-term loan 
and contribution to share capital. The government may release the 
mortgages which now form cover for the bank’s borrowings from the 
government to enable it to float debentures against the mortgages so 
released. In this manner, the bank can get an additional assistance of 
Rs 4.00 lakhs to 5.00 lakhs. Unless the state government comes to the 
rescue of the central land mortgage bank, in this manner, it will not be 
able to meet its commitments to the sinking fund. The deficit in the 
sinking fund as on 30 June 1973 was of the order of Rs 13.77 lakhs. 

107. The government should discontinue taccavi loans for horticulture 
development, terracing of land etc. After transferring this responsibility 
of providing investment credit to agriculturists to the central land 
mortgage bank the government should continue to make budgetary 
provisions for increased amounts to strengthen the long-term credit 
structure. These funds would supplement the resources of the land 
mortgage banks for the development of agriculture and horticulture. 

108. Some of the overdues have resulted from the defective loaning 
policy followed by the bank in the past. It had been fixing the instalment 
in the next year of advancement of loans, keeping no relationship 
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whatsoever with the initial gestation period considered necessary for 
deriving the benefits from the proposed development. Even when the 
recoveries were not forthcoming, the bank had been making payment 
towards the sinking fund out of its own resources. The bank certainly 
deserves temporary relief for a period of 3 years from investments to the 
sinking fund to the extent of amount already invested by it out of its 
own resources. But before allowing any such concession, the bank in 
conjunction with the department should make a scientific assessment 
of the amount credited to the sinking fund in excess of the recoveries. 
The relief should be allowed on the explicit undertaking by the state 
government that beginning with the year 1976-7, the bank would make 
good the entire amount in a period of 3 years, failing which the responsi¬ 
bility would be that of the state government. 

Structural weakness 

109. The one-man office pattern followed by the bank was not suitable 
to many of the branches particularly the Kotkhai branch which handled 
the bulk of bank’s business. The staff of this branch should be suitably 
strengthened, taking into account the number of old and prospective 
borrowers, in a year. The bank should periodically review the staff 
position of each of its branches and augment the same whenever 
considered necessary. 

110. Considering the hilly terrain and unduly large area of operation 
of the Kotkhai branch it is suggested that another branch with adequate 
staff may be opened at Theog and a part of the area now covered by 
the Kotkhai branch transferred to it. The proposed branch would 
facilitate the recovery work a great deal. 

Board of Management 

111. The board of directors of the bank was not of a representative 
character. Most of the districts had no representation on it. Perhaps 
due to the fact that the board leaned heavily in favour of a few districts, 
particularly the erstwhile Mahasu District, there is a concentration of 
loans in that district. Other districts especially Kulu, Chamba, Sirmur 
and Solan which offered considerable scope for investments in agricul¬ 
ture have been neglected. The reconstitution of the board of management 
could be expected not only to remove the regional imbalances in the 
matter of issuing loans, but might also go a long way in reducing the 
overdues which are by and large concentrated in the two tehsils of 
Kotkhi and Theog of the erstwhile Mahasu District from where the 
president and the vice-president of the bank hail. The three-year term 
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of the board has expired on 29 June 1973 and a new broad-based board 
may be constituted by carrying out the necessary amendments to the 
by-laws of the bank. 

Position of Staff 

112. For the successful working of the central land mortgage bank an 
efficient chief executive whose career is linked with the future of the 
bank is very necessary. Surprisingly at this critical juncture the board 
of directors of the bank has chosen to place on deputation with the 
Himachal Pradesh Agro-Industries Corporation the services of its 
experienced manager who was sent abroad for training only a year 
back at the bank’s expense. The bank will be well advised to recall its 
manager as early as possible. Further, the various sections of the bank 
were working with depleted strength of staff. The bank should take 
immediate steps to strengthen the staff. They should also be adequately 
trained to efficiently handle the operations of the bank which are be¬ 
coming more and more diversified and complex consequent upon the 
emphasis on the production-oriented system of lending. 

Co-ordination 

113. To derive the full benefit of long-term credit by the agri¬ 
culturists, they should have assured short-term credit for the seasonal 
farm operations. There should, therefore, be adequate arrangements for 
the timely supply of short-term and medium-term credit to the farmers. 
For this purpose, there should be proper co-ordination between the 
short-term and long-term credit institutions. They should in fact function 
as if they were one integral unit, though they are separate corporate 
bodies. Through such co-ordination, they could also avoid over-lapping 
of services as for example where adequate repaying capacity of an 
applicant would justify a loan for a period not exceeding 5 years the 
land mortgage banks could advise such cultivators to approach the 
short-term credit institutions. The short-term credit institutions could 
continue to provide the necessary banking facilities such as encashing 
of the interest warrants of the debenture-holders, remittance of funds, 
cash credit facilities etc., and explore the possibilities for further mutual 
assistance. 

114. Equally important is the co-ordination between the land mortgage 
banks and the co-operation department on the one side and the agri¬ 
culture, horticulture and other technical departments on the other, in 
the matter of formulation of various schemes and their implementation. 
In the absence of proper co-ordination between the land mortgage bank 
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and the horticulture department the only special scheme for apple 
plantation sanctioned for the state by the Agricultural Refinace Corpora¬ 
tion could not make much headway. The state government should 
immediately appoint an officer of a sufficiently higher status as project 
officer to co-ordinate the apple plantation scheme at various levels as 
stipulated in the sanction letter of the Agricultural Refinance Corpora¬ 
tion. Reactivisation of the state level review committee and constitution 
of district level review committees will not only ensure proper co-ordina¬ 
tion between the different authorities looking after the different aspects 
of agricultural programmes but also give the much needed boost to the 
limping long-term credit structure in the state. 

Structure for Long-term Credit 

115. (1) The long-term credit structure in the state is of the unitary 

type, but for the Kangra Primary Co-operative Land Mortgage Bank 
which was affiliated to the Himachal Pradesh Central Co-operative Land 
Mortgage Bank in 1966, when the Kangra District which was earlier in 
Punjab State, became part of Himachal Pradesh. The Study Team at its 
third meeting held at Dharmsala considered the question of the most 
suitable long-term credit structure for Himachal Pradesh, viz., 

(a) whether the existing unitary structure should continue or 

(b) whether a federal structure with central land development bank 
at the top with primary land mortgage banks at district or regional level 
affiliated to it would be more suitable to meet the requirements of the 
state or (c) whether the state co-operative bank should be entrusted 
with the responsibility to provide long-term credit through a separate 
department. 

(2) Land development banking being a highly specialized 
field, the Study Team did not consider it desirable to saddle the short¬ 
term credit structure with this additional responsibility. Moreover, the 
Himachal Pradesh State Co-operative Bank was itself having a trying 
time due to very heavy overdues. The third alternative was thus ruled 
out. The choice could really be only between the first two alternatives. 

(3) The choice between a federal structure or a unitary 
structure for land development banking, as in the case of the 
short-term and medium-term credit structure, should essentially 
be based upon (a) the size of the state, (b) the availability of local 
leadership of the required calibre and devotion to the co-operative 
movement and (c) development of the rural communities into well 
organized cohesive groups, who could be expected to show the necessary 
enthusiasm and pride to develop their own institutions. The extent to 
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which the above criteria are obtaining in Himachal Pradesh are discussed 
below seriatim: 

(a) A view is held both among the official and non-official circles 
that for smaller states, a unitary structure would be more 
preferable for the short as well as long-term credit. Geogra¬ 
phically, Himachal Pradesh is one of the bigger states. Its area 
is bigger than that of Punjab and Haryana put together. How¬ 
ever, it is very sparsely populated. The total population of the 
state at a little over 3 million is less than even the population 
of the city of Delhi. From the point of view of population, 
Himachal Pradesh is one of the smaller states. 

(b) There is lack of devoted non-official co-operative leadership 
to properly manage the short-term as well as the long-term 
credit institutions. The overdues of the state co-operative bank 
as well as the central land mortgage bank are abnormally high 
and the non-official co-operator do not appear to be very much 
concerned about it. In any case, no co-operative leader seems 
to have evinced interest in mobilizing public opinion in favour 
of the agriculturists meeting their obligations to the short-term 
and long-term credit institutions, in due time, without default. 
In the case of the land mortgage banks, the overdues were the 
highest in the areas from which the president, vice-president 
and other important directors hailed. 

(c) The population of the state, as already mentioned, is very 
sparse and this perhaps handicapped the development of 
physically close-knit local communities, which is essential for 
the evolution of sound local institutions. An important reason 
for this is the hilly terrain of the state where the households 
are spread out at long distances from each other. 

(4) From the above, it could be seen that none of the criteria 
required for a federal structure of co-operative credit institutions are 
obtaining in Himachal Pradesh except in the Kangra region of the state 
which now covers the three districts of Kangra, Hamirpur and Una. 
For this region the Study Team, therefore, recommends the continuance 
of the Kangra Primary Co-operative Land Mortgage Bank at the 
regional level affiliated to the Himachal Pradesh Central Co-operative 
Land Mortgage Bank. In the Kangra region the co-operative movement 
has taken fairly deeper roots since the movement has started there much 
earlier. The initiative, control and leadership of the present office¬ 
bearers also justify this recommendation. Because of the effective local 
leadership and control it was observed that misutilization of loans issued 
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by this bank was on a much smaller scale than those issued by the 
branches of the central land mortgage bank. Further, the recoveries in 
the area of operation of the primary bank were much better than in the 
areas where the central land mortgage bank is operating through its 
branches. Another important aspect which weighed with the Study Team 
in recommending continuation of the existing federal structure for the 
Kangra region was co-ordination between the short-term and long-term 
credit structures. Unlike other regions of the state where the branches 
of the state co-operative bank provide short-term and medium-term 
agricultural loans, in the Kangra region and part of Solan District the 
central co-operative banks provide short-term and medium-term credit. 

(5) For the remaining areas of the state, we recommend that the 
branches of the central land mortgage bank would be the more appro¬ 
priate agency for the provision of long-term agricultural credit. The 
following considerations also weighed with us in coming to this 
conclusion: 

(i) The one-man pay offices help carrying the long-term credit 
structure to the nearest point to the cultivator, keeping at the 
same time the cost of overheads to the lowest. When the size 
of business increases appreciably these pay offices can be 
converted into full-fledged branches. 

(ii) The present position of the branches due to their meagre 
business and heavy overdues does not warrant a switch over 
from unitary to federal structure. 

(iii) The cost of management would increase when primary land 
mortgage banks are organised. 

(iv) Unless the rehabilitation programme for the Himachal Pradesh 
Central Land Mortgage Bank is successfully put through, any 
effort to change over to a federal structure may lead to worsen¬ 
ing of the situation. 

(v) In branches like Kotkhai which have developed sizeable 
business, branch managing committees could also be consti¬ 
tuted to associate the non-official leaders with the working of 
the branches and have the benefit of their influence in the 
recovery of overdues etc. 

Summary of Recommendations 

1. The state government may be moved to notify the Himachal 
Pradesh Central Co-operative Land Mortgage Bank and the Kangra 
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Primary Co-operative Land Mortgage Bank as a ‘bank’ by the issue of 
a notification as provided under section 2(d) (ix) of the Himachal 
Pradesh Agricultural Credit Operations and Miscellaneous Provisions 
(Banks) Act, 1973 to facilitate flow of credit for agricultural produc¬ 
tion to class or classes of agriculturists not having rights of alienation in 
land or any interest therein. In the alternative, like provisions may be 
made in the Punjab Co-operative Land Mortgage Banks Act, 1957 as 
extended to Himachal Pradesh. (Para 5) 

2. The state government may be advised to amend the Punjab Co¬ 
operative Land Mortgage Banks Act, 1957 as extended to Himachal 
Pradesh in order to provide for distraint and sale of produce even when 
one instalment of loan is in arrears for more than 3 months. (Para 9) 

3. The state government may be advised to adopt the amend¬ 
ments to the Punjab Co-operative Land Mortgage Banks Act, 1957 as 
extended to Himachal Pradesh as early as possible to facilitate the 
quick verification of the title to the hypotheca and remove the delays in 
the registration of mortgage deeds. (Para 10) 

4. For the quick effective recovery of overdues which had touched a 
very high level of Rs 27.09 lakhs as on 30 June 1973, constituting 
72.1 per cent of the demand as on that date, it is recommended that 
coercive action may be initiated against all borrowers who were in 
default of two or more instalments and those who could be identified as 
wilful defaulters. Prompt action should also be taken by way of distraint 
and sale of produce of such defaulters apart from the sale of hypotheca. 
The state government should render all help to the bank in the recovery 
of overdues by appointing adequate number of sale officers. (Paras 15 
and 18) 

5. The bank should restrict the loans for construction of godowns, 
cattle sheds and farm houses not to exceed 10 per cent of the total loans 
issued in a year. If, however, the board of the bank strongly feels that 
loans for this purpose should be allowed up to 25 per cent of the total 
loans issued in a year, it is absolutely essential that the usual safeguards, 
such as the standard norms of outlay for these purposes and cent per 
cent verification of utilization of the loans within 3 months of disburse¬ 
ment of the final instalment of loans should be adhered to. The utiliza¬ 
tion certificates issued by the assistant land valuation officers should be 
test-checked by the manager of the bank as well as by the departmental 
staff. (Para 27) 
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6. Loans for purchase of land may be restricted to small farmers only 
for rounding off their uneconomic holdings. They should not be issued 
to bigger cultivators to extend the size of their holdings. (Para 28) 

7. Some of the overdues had resulted from the defective loaning policy 
followed by the bank in the past in regard to advances for plantation of 
orchards. The initial gestation period necessary for deriving the yield 
from the investment was not taken into account by the bank while fixing 
the repayment schedule. Instalments for repayments were fixed from 
the first anniversary of advancing such loans. It is recommended that 
the instalments of loans already issued by the bank for orchards may 
also be re-scheduled, the bank being given the corresponding relief in 
regard to the contributions to be made to the sinking fund. But before 
allowing any such concession, the bank in conjunction with the depart¬ 
ment should make a scientific assessment of the amount credited by the 
bank to the sinking fund in excess of the recoveries. (Para 29) 

8. As a measure of relief to the borrowers in the years of wide-spread 
failure of crops, the recovery of loan instalments should be postponed. 
In this connexion it is recommended that the state government should 
arrange for quick assessment of annawari wherever substantial damage 
to crop is reported in any part of the state. (Para 32) 

9. The bank should also be given relief by allowing postponement of 
the contributions to the sinking fund in the years when there had been 
widespread damage to crops. The amount of contribution to be deferred 
on account of failure of crops should, however, be made good in a period 
of three years starting from 1976-7. As a measure of precaution it is 
suggested that the postponement of the sinking fund contribution should 
be allowed on the explicit understanding that shortfalls in the sinking 
fund to redeem the debentures, if any, should be made good by the state 
government. (Para 33) 

10. To accelerate the pace of recovery, it is recommended that 
immediate steps should be taken to strengthen the supervisory machinery 
of the bank by posting an assistant registrar at the head office to be 
in overall charge of supervision, who in turn, should be assisted by 
one inspector and two sub-inspectors in charge of each of the four zones, 
into which the state may be divided for the purpose of supervision. As 
the financial position of the bank is not satisfactory, it is suggested that 
the state government should bear the salary and allowances of the staff 
who may be deputed initially for a period of 3 years. In view of the 
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urgency of the problem it is recommended that highest priority should 
be accorded to strengthening of the supervisory staff. (Para 35) 

11. The board of directors of the bank may be reorganized so as to 
give fair representation to all the districts in the state. After reorganiza¬ 
tion of the board, a stipulation may be made in the by-laws or rules 
framed under the Act that a director would automatically cease to hold 
office if the recoveries in the areas represented by him were less than the 
level that may be laid down say at 70 per cent of the demand for the 
year. (Paras 36 and 37) 

12. In the context of the Agricultural Refinance Corporation’s refusal 
to allow floatation of the first series of special development debentures 
because of the high percentage of the overdues to demand the Study 
Team felt that the heavy overdues at the central land mortgage bank’s 
level, which were mainly the result of concentration of overdues in a 
few areas should not hamper the development programme in the areas, 
where overdues were less. (Para 43) 

13. In order to meet the deficit in sinking fund at Rs 13.80 lakhs as 
on 30-6-1973 and to bail out the bank from its present predicament it 
is recommended that financial assistance of the order of Rs 30.00 lakhs 
should be provided by the state government. The assistance could partly 
be in the form of share capital contribution and partly in the form of a 
long-term loan. For the share capital contribution, the Reserve Bank of 
India may consider giving a loan of Rs 15.00 lakhs from the National 
Agricultural Credit (Long-term Operations) Fund, if the state govern¬ 
ment is agreeable to give a long-term loan of Rs 15.00 lakhs from its 
own resources. The state government should also provide the necessary 
guarantees for floatation of ordinary and rural debentures as also for 
the interim accommodation from the Himachal Pradesh State Co¬ 
operative Bank. (Paras 44 and 45) 

14. The budgetary allocations made to the horticulture department 
for issue of long-term loans for raising orchards may be discontinued 
and the amount earmarked for this purpose be given to the Himachal 
Pradesh Central Co-operative Land Mortgage Bank as long-term loans. 
(Para 45) 

15. The state government may treat the outstanding balance (Rs 6.24 
lakhs) of the loan of Rs 12.00 lakhs granted to the bank against the 
security of unencumbered mortgages as a clean loan so that mortgages 
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to an equal extent could be released to the bank, against which it may 
float debentures. The state government should also postpone the recovery 
of its loan instalments for three years. (Para 48) 

16. In order to ensure proper utilization of loans, it is suggested that 
loans for amounts exceeding Rs 6,000/- for land improvement purposes 
may be advanced in three instalments, i.e., 40 per cent in the first 
instalment and 30 per cent each in the second and third instalments. 
(Para 50) 

17. The minimum amount for the first instalment at Rs 2,500/- may 
be removed to prevent the possibility of misutilizing the small loans 
ranging from Rs 2,500/- to Rs 3,500/- since the bulk of the loans could 
otherwise be drawn in the first instalment. (Para 50) 

18. The bank should fix the stages of work to be completed before the 
second or the subsequent instalments could be released. (Para 50) 

19. The utilization certificates which are presently of a routine nature 
could be made more meaningful by obtaining estimates of work 
completed along with them. The bank/branches should maintain utiliza¬ 
tion registers to watch the progress in physical verification of utilization 
of loans. (Para 50) 

20. The bank may attempt an exercise for evolving a scientific method 
for valuation of hypotheca, i.e., at a multiple of its net income. (Para 57) 

21. The assessment of the repaying capacity should be based on the 
net incremental income from the benefiting land for determining the 
eligibility for the loan as well as its period. The bank should sanction 
loans only if the repaying capacity thus worked out is adequate to 
repay the loan within the maximum period of life of the asset or utility 
of the investment. It would be desirable for the bank to fix area-wise 
norms for net income and incremental income of the different categories 
of land. (Para 59) 

22. The bank should observe the following safeguards in regard to 
loans for purchase of tractors: 

(i) The bank should increase the requirement of the size of the 
holding from 10 acres to 20 acres or satisfy itself that the 
tractor would be engaged by the borrower for a minimum 
period of 1000 hours in a year. 
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(ii) Down payment of the member’s contribution on the scale 
laid down by the Reserve Bank of India should be insisted 
upon. 

(iii) The maximum period of loan for purchase of tractors should 
not exceed 7 years since the economic life of a tractor does 
not last beyond 7 years under the normal maintenance of an 
average farmer. 

(iv) The bank, in addition to the mortgage of land, should insist on 
hypothecation of the tractor through a separate deed of hypo¬ 
thecation, notwithstanding the fact that the value of the 
hypotheca is adequate to cover the loan amount with the 
usual margins. 

(v) A sign plate should be fixed prominently on the tractor with 
the legend “Hypothecated to the Himachal Pradesh Central 
Co-operative Land Mortgage Bank”. 

(vi) The tractor purchased out of the bank’s loan should be 
registered in the name of the borrower with the Regional 
Transport Office indicating the financing bank’s lien. A 
certificate about the bank’s lien could also be obtained from 
the Regional Transport Officer. 

(vii) The tractor should be comprehensively insured in the joint 
names of the borrower and the land mortgage bank for its 
full cost during the period of the loan. (Paras 60 and 61) 

23. The following safeguards should be observed while advancing 
loans for purchase of oil-engines/pumpsets/electric motors etc. 

(i) The bank should maintain a list of authorised dealers/manu- 
facturers of oil engines/pumpsets/electric motors, etc., in its 
area of operation and obtain from them the particulars, retail 
prices of the approved brands of oil-engines/pumpsets/electric 
motors etc. 

(ii) The borrowers should be required to produce invoices giving 
particulars of the price of different items from the authorised 
agents/dealers who offered their sale. 

(iii) The collateral security of the engines/pumpsets/electric motors 
should be insisted upon. The bank should also insist on 
comprehensive insurance of the machinery. 

(iv) The amount of loan should be disbursed to the dealer by means 
of a cheque rather than paying it to the borrower. 

(v) The period of loans for installation of tubewells/pumpsets 
should be fixed at 7 years as suggested by the Reserve Bank 
of India. 
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(vi) The bank should periodically verify the physical possession of 
the oil engines by the borrowers by deputing a supervisor for 
spot verification. (Para 62) 

24. The state government may be advised to carry out surveys for 
identification of areas, where land reclamation and levelling is possible 
at economic rates and draw up special schemes for assistance from the 
Agricultural Refinance Corporation. (Para 84) 

25. The replantation of tea gardens in Kangra District, which have 
almost outlived their economic life appears to offer a good potential for 
extension of long-term investment credit. The problem, however, requires 
to be tackled on an area basis under special schemes with assistance 
from the Agricultural Refinance Corporation. (Para 93) 

26. In addition to the measures suggested under the rehabilitation 
programme, viz., reconstitution of the Board of Directors, strengthening 
of the supervisory machinery, financial assistance from the state govern¬ 
ment and launching of recovery drives, the Study Team recommends the 
desirability of strengthening the share capital of the Himachal Pradesh 
Central Co-operative Land Mortgage Bank and the Kangra Primary 
Co-operative Land Mortgage Bank. (Paras 98 and 99) 

27. The agriculture department as well as the horticulture department 
should forthwith discontinue issue of taccavi loans for development of 
land and raising of orchards. After transferring this responsibility of 
providing investment credit to agriculturists to the central land mortgage 
bank, the government should continue to make budgetary provisions for 
increased amounts to strengthen the long-term credit structure. 
(Para 100) 

28. The state government should pass on the plan provisions for taccavi 
loans as long-term loans to the central land mortgage bank. The funds 
made available by the state government could be utilized by the bank 
to meet the shortfall in sinking fund and for payment of interest on 
debentures. A part of the funds could be utilized by the government for 
purchase of debentures floated by the bank. The state government could 
also use a part of the funds for providing subsidies to the cultivators who 
take loans for certain specified purposes such as sinking of wells, terra¬ 
cing of lands etc., for which subsidies are at present allowed under 
taccavi loans. (Para 100) 

29. If the state government desires that the interest charged by the 
land mortgage banks to the ultimate borrower on long-term loans should 
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be brought down to the level of interest charged by the government on 
taccavi loans, it could utilise a part of these budget allocations to sub¬ 
sidise the central land mortgage bank for the purpose. (Para 101) 

30. The services of the government machinery for sanction of taccavi 
loans could also be placed at the disposal of the land mortgage bank 
for the scrutiny of the loan applications to expedite their disposal. 
(Para 102) 

31. The one-man office pattern followed by the bank was not suitable 
to many of the branches, particularly the Kotkhai branch. The bank 
should periodically review the staff position of its branches and augment 
the same whenever considered necessary. (Para 109) 

32. Considering the hilly terrain and the unduly large area of opera¬ 
tion of the Kotkhai branch it is suggested that another branch with 
adequate staff may be opened at Theog and a part of the area now 
covered by the Kotkhai branch may be transferred to it. The proposed 
branch would also facilitate the work of recovery of overdues. 
(Para 110) 

33. The bank should recall its experienced manager whose services 
have been lent to the Himachal Pradesh Agro-Industries Corporation. 
Immediate steps should also be taken to augment the staff of the various 
sections of the bank which were working with depleted strength. The 
staff should also be adequately trained to efficiently handle the opera¬ 
tions of the bank. (Para 112) 

34. There should be proper co-ordination between the short-term and 
long-term credit institutions and they should function as one integral 
unit. The short-term credit institutions could continue to provide the 
necessary banking facilities such as encashing of the interest warrants 
of the debenture holders, remittance of funds, cash credit facilities etc., 
and explore the possibilities for further mutual assistance. (Para 113) 

35. Equally important is the co-ordination between the land mortgage 
banks and the co-operation department on the one side and the agri¬ 
culture, horticulture and other technical departments on the other, in 
the matter of formulation of various schemes and their implementation. 
The state government should immediately appoint an officer of a 
sufficiently higher status as project officer to co-ordinate the apple plan¬ 
tation scheme at various levels as stipulated in the sanction letter of the 
Agricultural Refinance Corporation. Reactivization of the state level 
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review committee and constitution of district level review committees 
will not only ensure proper co-ordination, but also give the much needed 
boost to the limping long-term credit structure in the state. (Para 114) 

36. The Study Team recommends for consideration by the Committee, 
the continuation of the existing structure for long-term credit in the state 
which is of unitary type, but for the Kangra Primary Co-operative Land 
Mortgage Bank which was affiliated to the Himachal Pradesh Central 
Co-operative Land Mortgage Bank in 1966, when the erstwhile Kangra 
District which was earlier in Punjab State, became part of Himachal 
Pradesh. (Para 115) 
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Details of number of loans purpose-wise could not be supplied as each loan is being advanced for different purposes. 
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Appendix 7 


REPORT OF THE STUDY TEAM ON THE WORKING 
OF THE JAMMU & KASHMIR CO-OPERATIVE 
CENTRAL LAND DEVELOPMENT BANK LTD 

Introduction 

The Study Team consisted of the following members : 

1. Shri R. N. Kaul Convener 

Assistant Chief Officer 

Agricultural Credit Department 
Reserve Bank of India 
Jammu 

2. Shri O. N. Mattoo Member 

Joint Registrar of Co-operative Societies 

Jammu & Kashmir 
Srinagar 

3. Shri M. M. Hussain Member 

General Manager 

Jammu & Kashmir Co-operative Central 
Land Development Bank Ltd 
Srinagar 

4. Shri R. K. Gulati Member 

Deputy Director 

Agricultural Refinance Corporation 
Chandigarh 

2. The Study Team held its first meeting, being a preliminary one, 
under the chairmanship of the Registrar of Co-operative Societies, 
Jammu & Kashmir on 14 June 1973 with a view to chalking out the 
line of action to be followed in studying the working of the Jammu & 
Kashmir Land Development Bank as also to ascertain the stage at which 
collection and compilation of the data required to be supplied by the 
land development bank to the Team for facilitating the study stood. 
It was decided in the meeting that the study of the working of the 
Jammu & Kashmir Land Development Bank should be so conducted 
as would reveal whether the bank had been able to play an effective 
role in meeting the long-term credit requirements in agriculture, and, 
if not, what were the spheres in which the bank was deficient/factors 
inhibiting its working and suggest the measures, including financial 
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and other assistance, required for strengthening of the bank to enable 
it to work efficiently. The data regarding the working of the bank in the 
prescribed proformas as well as additional information required for the 
purpose of study were made available by the bank in August- 
September 1973. The Team met again at Srinagar from 10 to 13 
September 1973. 

3. In order to have a first hand knowledge, the Study Team visited 
four branches in the valley, viz., Baramulla, Sopore, Nagam and 
Anantnag from 11 to 13 September 1973. Since the working of branches 
all over the state is similar to that obtaining in the valley, it was not 
considered necessary to visit the branches in Jammu region. On the 
conclusion of visits, discussions were held with the chairman, central 
land development bank, on the points emerging therefrom and his views 
have been incorporated under appropriate paragraphs of the report. 

Legislation 

Land Tenure System 

4. The present land tenure system obtaining in the state has been 
evolved out of various pieces of legislations passed by the government 
after the advent of independence, commencing from the Big Landed 
Estates Abolition Act, Samvat 2007 and culminating in the enactment 
of the Agrarian Reforms Act, 1972 which came into force from 
1 May 1973 with retrospective effect from 1 September 1971. Before 
giving a gist of these enactments and their impact on land tenure 
system, it will be more appropriate if the position about land tenure 
prior to the passing of these Acts is briefly discussed here. Earlier, 
there were either proprietors of land in whose name the entries in the 
revenue record stood or tenant cultivators. The proprietors of land 
cultivated land themselves or got the same cultivated by tenants who 
were classified into three categories, viz., (i) tenants at will (ii) 
occupancy tenants and (iii) protected tenants. Thus, prior to the 
enactment of the above laws, the right to mortgage and alienate land 
vested only in the proprietors who could hold land without any ceiling 
and also eject their tenants at will and occupancy tenants on fulfilment 
of certain conditions. 

5. An attempt to impose a ceiling on land holdings beyond which a 
proprietor of land could not hold land whether self cultivated or given 
for cultivation to tenants was made in the year Samvat 2007 (i.e., 
about 1950 A.D.) when the Big Landed Estates Abolition Act was 
passed in the state. According to the provisions of the Act, a proprietor 



348 


REPORT OK JAMMU & KASHMIR LAND BANK 


of land cannot own land admeasuring more than 182 kanals, i.e., 
22.75 acres whether cultivated by himself or tenants including the area 
under Bedzars and Safedzars (i.e., land put to use for growing willow/ 
popular trees) but excluding the area under orchards. Further, it 
stipulates that lands in respect of which right of ownership of a pro¬ 
prietor is extinguished a tenant/person who possesses an occupancy right 
will be granted in ownership right, a unit of one-fourth and one-third 
of such land subject to an upper limit of 160 kanals (i.e., 20 acres) in 
the valley/Ladakh & Jammu region, respectively. It also provides that 
such tenant/tiller/person to whom land has been granted an ownership 
right under the Act can transfer, alienate and mortgage such land in 
favour of the land mortgage bank or a co-operative society registered 
under the Co-operative Societies Act. It will be observed from the above 
that land holdings fixed under the Act had been related to an individual 
and also it did not attempt to define either the ‘unit of land’/‘ceiling 
area’ or the term ‘family’. 

6. The state government enacted a law known as the Jammu & 
Kashmir Agrarian Reforms Act in 1972 and the same came into force 
in May 1973 with retrospective effect from 1 September 1971. The 
essential prerequisite for implementation of the Act is the completion 
of formality in regard to the establishment of possession of land as on 
1 September 1971, which is a time consuming process. Thus, till 
completion of this formality there is an element of uncertainty about 
ownership of land thereby standing in the progress of the land develop¬ 
ment bank for the present. 

7. The relevant provisions of the Act having direct bearing on the 
working of the bank are contained in sections 2, 5, 10, 11, 17, 18 and 25 
of the Act. According to these provisions, ceiling of twelve and half 
standard acres (i.e., 100 kanals) on land holdings has been fixed and 
the family defined as husband, wife and their minor children. In view 
of the ceiling on landholdings in irrigated areas under the Act, and 
keeping in view the peculiar geographical terrain of the state the scope 
for advancing of loans for mechanization of agriculture (i.e., tractors) 
by the land development bank is absolutely limited since as per the 
Reserve Bank of India’s instructions such borrowers should have land- 
holdings of not less than 20 acres. 

8. Under the Act, surplus lands vested in the government are subject 
to the rights of mortgage without possession, if any. Thus, the interests 
of the land development bank seem to be protected to this extent. 
However, in terms of section 10 of the Act, government has been 
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empowered to dispose of surplus lands in consideration of such levy and 
subject to such terms and conditions as may be prescribed. According 
to section 11 (3) (i), a person/individual in whose ownership such land 
is vested cannot transfer such land by sale, gift or mortgage in favour 
of a land development bank or co-operative society except with the 
permission in writing of the Revenue Minister, though such transfers 
have been allowed in favour of a local body, panchayat etc. In other 
words, such exemption has not been granted in favour of co-operatives 
although this was done in case of the Big Landed Estates Abolition Act. 
Thus, it is evident that this section of the Act is going to be an 
impediment in the development of the land development bank unless 
it is amended suitably. 

Land Acquisition Act, Consolidation of Holdings Act and 
Land Improvement Schemes Act 

9. Though there is no Land Colonization Act in the state, there is a 
Land Acquisition Act in force passed more than two decades ago. 
According to this Act, the government is empowered to acquire lands 
etc., in the public interest, if it is considered expedient to do so. Similarly, 
a Consolidation Holdings Act has been passed by the government in 1962 
the operation of which has been abated in terms of section 52 of the 
Agrarian Reforms Act, 1972 on its coming into force from 1 May 1973. 
The government has also recently passed the Land Improvement 
Schemes Act in November 1972 to provide for the making and execution 
of land improvement schemes including schemes for soil conservation, 
improvement of soil resources, prevention of soil erosion etc. The Rules 
to be framed under the Act have not yet been finalized. 

Legislation governing Land Development Bank 

10. There is a separate chapter in the Co-operative Societies Act 
dealing with the working of the land development bank. The relevant 
provisions regulating the functions of the bank are contained in chapter 
X and the sections are 69-95 to be read with the rules 35-39 (chapter X) 
framed under the Act. According to these, the land development bank, 
among other things, can advance loans for sheep breeding as well as 
poultry and dairy farming. The bank with the approval of the Registrar 
of Co-operative Societies is to frame rules for arranging enquiry of loan 
applications. Similarly, subject to the approval of the trustee it is to 
make regulations not inconsistent with the provisions of the Act for the 
general working of the bank. The value of hypotheca is to be deter¬ 
mined by a land development bank in accordance with the principles of 
valuation approved by the government and float debentures for a period 
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not exceeding 10 years. In terms of section 78A read with rule 36 of 
the Rules, mortgage deeds executed in favour of the bank are not to be 
registered, provided a duly certified copy thereof is sent by it to the 
registering officer concerned within a period of three months from the 
date of execution of the instrument. According to section 76, a mortgage 
deed executed in favour of the land development bank shall have 
priority only over any claim of the government arising from a loan 
under the Aid to Agriculturists and Land Improvement Act, Samvat 
1993 granted after the execution of the mortgage. Similarly, though 
under proviso to section 31(A)(i), it shall be lawful for a member of a 
co-operative society to create a charge on land in favour of the land 
development bank, Jammu & Kashmir Bank, state government etc., 
after having created one in the name of a society such charge, as 
the section reads at present, does not clearly spell out the priority 
between these two charges. Since the charge created in favour of the 
bank will be a subsequent one, the same will, therefore, rank second 
unless the charge created by execution of the mortgage deed is given 
priority. Since the land development bank can float debentures only 
against such mortgages which give it first charge, section 31A(i) of 
the Act requires to be amended suitably. 

11. Under sections 81 and 82 specific powers have been expressly vested 
in the land development bank to exercise the rights of distraint and sale 
of produce as well as to bring the mortgaged property to sale without 
the intervention of the court. The right of distraint and sale of produce 
can be exercised by the bank with the approval of the Registrar of Co¬ 
operative Societies when any instalment of loan payable by a loanee has 
remained unpaid for more than one month and this right is extinguished 
in case it is not exercised before the instalment is overdue for more than 
twelve months from the due date. Similarly, the power to bring the 
mortgaged property to sale can be exercised by the land development 
bank where there has been default after three months of serving the 
notice as stipulated in the Act. Under rule 38 (ii) of the Rules, it is 
stipulated that where such action is not taken by the land development 
bank, the trustee may instruct the bank to do so within 7 days and 
if it fails to comply with these instructions the trustee may himself 
take the necessary action. Further, section 83 of the Act empowers 
the land development bank to recall the loan in cases where the property 
mortgaged is wholly or partially destroyed or the security is rendered 
insufficient. It is thus evident from above that adequate powers have been 
expressly vested in the land development bank trustee under the Act 
to ensure prompt recovery of loan instalments. However, it may be 
pertinent to mention here that though the visits to the branches and 
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discussions held with the officials of the land development bank revealed 
that action was being taken in a few cases under sections 81 and 82, the 
same, however, was withdrawn the moment the defaulter used 
to make part payment towards overdue instalment. Further, the trustee 
had not exercised the power vested in him under rule 38 (ii) in this 
regard. Thus, it is apparent that the powers granted under the Act have 
remained more on the statute rather than being exercised but for which 
the overdues of the land development bank, which are discussed else¬ 
where in the report, would not have shown a continuous rising trend. 

12. Another provision of the Act/Rules which requires a specific 
mention is the time allowed for sanctioning of loan applications from 
the date of its receipt. As per rules 8-13, 62 days have been provided 
for at various stages of processing the loan applications commencing 
from public enquiry, land valuation officer’s report etc., including 37 
days to land development bank after receipt of complete loan case for 
sanctioning the loan and advising the same to loanee. Rule 14 stipulates 
that all applications received shall be disposed of by the LDB within 
a maximum period of four months. If the time taken by a loanee 
for compliance with the loan sanction order (LSO) as well as 
execution of the mortgage deed is also reckoned, the disbursement 
of first instalment of loan cannot be effected before lapse of 5-6 months 
from the date of a loan application as the provisions in the rules stand 
at present. The need for amending the rules reducing the time lag 
involved in sanctioning of applications requires hardly to be over¬ 
emphasized; the reasonable period should not normally be more than 
a month. 

Land Development Banking in the State 

13. The state consists of 10 districts. Of these, 3 districts are in the 
valley, 1 in Ladakh and 6 in the Jammu region. One of the districts, 
viz., Rajouri was formed recently by bifurcating the erstwhile Poonch 
District. As a result of peculiar geographical features, the total cultivated 
area of the state at 1780 thousand acres is far less when compared to 
its total geographical area of 1.39 lakh sq. kms. and cadastrally surveyed 
area estimated at 6,000 thousand acres. Though in respect of the culti¬ 
vated area, an identical position is obtaining in the valley and Jammu 
region, this is not the case in so far as the area irrigated is concerned. 
In Jammu region, which is larger in area, only 159 thousand acres 
are irrigated as against 490 thousand acres in the valley which works 
out to 3 times that of the Jammu region. Thus, it is evident that the 
valley is better placed so far as irrigation facilities are concerned. 
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14. The land development banking in the state, which is a little more 
than a decade old, is having a unitary structure. Though Jammu & 
Kashmir LDB was registered on 4 October 1962, it actually commenced 
its operations only in May 1964 when interim accommodation of 
Rs 25 lakhs was sanctioned to it by the State Bank of India. The study 
has revealed that even before the bank started working in right 
earnest it embarked upon a programme of opening of branches without 
examining and satisfying itself about prospective business potential 
available in the area of operation of such branches as would make 
them economically viable. Before commenting upon the merits or other¬ 
wise of this issue, which is being discussed in detail in the subsequent 
paragraphs, it will be more appropriate to deal first with LDB as a 
whole, its loan policy and procedures etc. The progress made by the 
Jammu & Kashmir Land Development Bank during the last four years 
and the position obtaining in this behalf as on 31 March 1973 is given 
in Statement 1. 

15. Though the number of borrowing members has nearly doubled 
over a period of the last five years, the increase from 1969-70 to 1971-2 
has, however, been 3,000 annually. Similarly, the paid-up capital of 
the bank (individuals) has increased nearly three-fold during the same 
period from Rs 6.91 lakhs to Rs 17.35 lakhs, whereas the government 
contribution to the share capital has been stationary at Rs 10 lakhs 
constituting 37 per cent of the total paid-up share capital of the bank 
as on 31 March 1973. The bank’s funds, as they stand at present, 
comprise its share capital only since it has not built up any reserve and 
other funds so far. In view of the above and also keeping in view the 
present level of government share contribution as well as the target for 
disbursement of long-term loans fixed at Rs 4 crores during the Fifth 
Five Year Plan, the need for additional government contribution to the 
share capital of the bank requires hardly to be over-emphasized. The 
total debentures of all types floated by the bank amounted to 
Rs 292.55 lakhs as on 31 March 1973. It may be pertinent to mention 
here that the bank floated ordinary debentures for the first time in 1965 
and special debentures in 1968. Based on the above, average annual 
floatation by the bank works out to Rs 32 lakhs only, which seems to 
be poor. This is mainly for the reason that the bank could not float the 
ordinary debentures as per the approved programme since the loans for 
horticulture, which constituted the main purpose in the valley, were 
not much in demand as most of the areas suitable for the purpose had 
already been covered by orchards. Even this could not have been 
achieved, if the special debentures were not floated under three horti¬ 
culture development schemes which were sanctioned during 1968-9 and 
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1969-70. One of the schemes was closed for Rs 60 lakhs as against the 
financial target of Rs 74.49 lakhs. As regards the remaining two 
schemes (viz., Jammu Horticulture and Supplementary Apple Culti¬ 
vation Scheme in Kashmir), the bank has so far floated special deben¬ 
tures for Rs 13 lakhs and Rs 21 lakhs as against the financial target 
of Rs 25.05 lakhs and Rs 95.00 lakhs respectively. Further, under 
the above two schemes, there has been no floatation since December 1970 
and September 1971 respectively thereby indicating that the imple¬ 
mentation of these schemes is not satisfactory. Apart from the aforesaid 
horticulture schemes, LDB has not formulated any schemes for other 
purposes such as soil conservation, minor irrigation, mechanization etc. 
However, a special scheme for land levelling, lining of field channels etc., 
involving a financial outlay of Rs 7.55 lakhs inclusive of one-third of 
subsidy has been recently prepared for the Jammu region and the same 
is under consideration of ARC. 

16. The bank attempted the rural debentures scheme in 1971-2, but 
it had not much success inasmuch as against a programme of 
Rs 1.50 lakhs it could float debentures for Rs 0.41 lakh only. This was 
attributed to unpopularity of the debentures with the rural investors 
due to stringent conditions attached to the collection of subscription as 
also rate of interest which was low compared to that offered by com¬ 
mercial banks on term deposits. Consequently, the bank decided to go 
in for fixed deposits during 1972-3 and Rs 0.44 lakh were collected by 
it against the target of Rs 2.50 lakhs fixed for the year. It is apparent 
from above that the mobilization of rural savings has yet to gain 
momentum. If the scheme is to be a success, the bank should make 
concerted efforts, besides, fixing branch-wise targets as well as providing 
incentive to the staff. 

17. The details of the loans advanced by the bank for different 
purposes during the last few years are given in Statement 2. It will be 
observed therefrom that the loans for easily identifiable productive 
purposes have increased year after year and amounted to Rs 38.50 
lakhs forming 76 per cent of the total loans advanced at Rs 50.49 lakhs 
in 1972-3. The bulk of these loans was for purchase of tractors and the 
purposes like sinking of wells/tubewells, purchase of pumpsets and 
agricultural machinery accounted for a very meagre amount only. It 
therefore, follows that the loaning for these purposes has not picked up 
the required momentum perhaps due to the fact that there is not much 
scope in this behalf. As regards tractor loans, almost all of them have 
so far been advanced in the Jammu region, leaving the valley more or 
less untouched. Keeping in view the total cultivated area of the state 
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in general and Jammu region in particular as well as the average size 
of land-holding coupled with the ceiling fixed under the Agrarian 
Reforms Act and the demand for tractors in the valley, there does not 
appear to be much scope now for further tractor loans. The Agro- 
Industries Corporation (AIC) is already owning a fleet of 200 tractors, 
59 threshers and 4 combine harvestors for making them available to 
farmers on hire on no profit-no loss basis through 18 custom service units 
specially set up. During the Fifth Five Year Plan, AIC is contemplating 
to increase the strength of tractors to 400, besides other agricultural 
machinery. 

18. As regards loans for not easily identifiable purposes, the same 
aggregated Rs 11.55 lakhs forming about 23 per cent of the total loans 
advanced in 1972-3. This included as much as Rs 9.88 lakhs for raising 
orchards and the loans for land levelling, soil conservation and water 
management were negligible thereby indicating that either these purposes 
have not been yet tapped or there has not been much scope for them. 
Most of the loans for horticulture are accounted for in the valley. 
However, these loans have shown a declining trend during the last 
three years, the reason being that most of the area suitable for the 
purpose has already been covered by orchards. This is further proved 
from the fact that two special schemes for the development of horti¬ 
culture have yet to be implemented in full as per the phasing approved 
by ARC. If at all there will be any area suitable for raising of orchards, 
the same would be far away from the nearest road-head, thereby not 
being easily susceptible to close supervision. 

19. The overdues of the bank have consistently increased over the 
last five years from Rs 0.34 lakh in 1968-9 to Rs 4.74 lakhs in 1972-3, 
constituting 6% and 33% of the demand, respectively. Though 
the percentage of overdues is not alarmingly high, the steady rising 
trend is not a very happy feature. Since the payment of interest and 
repayment of principal under special schemes are to commence from 
1975-6 and also in view of misutilization of such loans, the overdues 
may shoot up. This is borne out by the facts that during the course 
of visit to the branches and discussion held with the officials, it was 
observed that the powers expressly vested in LDB under the Act to 
exercise the right of distraint and sale of produce as well as to bring 
the mortgaged property to sale had remained more only on paper rather 
than having been actually exercised, as the proceedings initiated by 
the bank were withdrawn either due to extraneous interference or the 
moment a defaulter used to make part payment of the loan instalment. 
Incidentally, it may be added that out of 12 individual directors as 
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many as 9 were MLAs/MLCs and the government nominees were 
attending the board meetings infrequently. Similarly, the trustee was 
also not exercising the powers vested in him under the Act. Though 
according to the bank the rising trend of overdues was as a result of 
wilful default and misutilization of loans, it is evident from the above that 
the same is not for the reasons other than lax supervision, inaction 
and extraneous interference. It may be pertinent to mention here that 
the state government is seized of the problem regarding high overdues 
of the bank and is contemplating to set up a high power committee 
to look into the matter. Thus, the need to launch a vigorous recovery 
compaign requires hardly to be overemphasized. 

20. Though LDB has been functioning for more than a decade, its 
profits have been quite negligible, the same being Rs 0.58 lakh, 
Rs 0.22 lakh and Rs 1.81 lakhs for the year 1969-70, 1970-71 and 
1971-2 respectively. These have been arrived at after accounting for 
the subsidy of Rs 0.48 lakh, Rs 0.63 lakh and Rs 0.39 lakh, respectively 
and also the interest recoverable but unrealised. If the subsidy amount 
is excluded, the bank would not have earned profits for the year 
1969-70 and 1970-71. It may be perhaps for this very reason that 
the bank has neither appropriated the profits nor has declared any 
dividend so far. 

21. As per the standing instructions, 20 per cent of the sinking fund 
is required to be invested by LDB in govemment/trustee securities. 
Since the yield on such type of investments is generally low as compared 
to the rates offered on term deposits by state co-operative bank/ 
commercial banks, this condition causes unnecessary hardship and 
avoidable loss of income to the bank. It is, therefore, suggested 
that the stipulation may be waived. 

22. According to the present loan policy and procedures followed by 
LDB, the loans advanced are more security-oriented than production- 
oriented. The valuation of hypotheca offered as security is either done 
on enquiry basis or sales statistics basis and only in a few cases cost 
of development was being added to the valuation of security. Thus, 
under the enquiry system more reliance is laid on LVO’s observations. 
In case of the special development schemes, loans were being advanced 
on the basis of approved unit cost depending upon area to be developed 
without either finding out suitability of land for the purpose or 
evaluating the same on the basis of sales statistics. Similarly, the 
period of various types of loans (except tractors) was being fixed 
arbitrarily. The net incremental income generated from on-the-farm 
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investments was not being worked out in a scientific manner and the 
same was being arrived at by manipulation of yield rates, family 
expenditure, current farm income, etc. The LDB had not fixed any 
scientific norms for giving loans for various purposes and the limit 
for the same had been fixed without any relationship to the cost of 
investment. The reason for not setting up a technical cell was that 
there were meagre resources at the disposal of the bank for the purpose. 
The bank contends that unless the state government provides a subsidy 
of Rs 50,000 for the purpose it would not be possible for it to create 
such a cell. The bank had no technical machinery of its own to fix 
area-wise scales of finance for different purposes. The disbursement 
of loans was taking more than one month from the date of receipt of 
the loan application, perhaps the reason being that Rules framed under 
the Act stipulate that the loans should be sanctioned within a period 
not exceeding four months. Thus, the period allowed for sanctioning 
of the loans is not only unduly long but also can stand in the way of 
quicker development of the institution. Added to this, LDB has not 
yet introduced the reimbursement scheme with its branches, the reason 
attributed being that this will necessitate more staff. The due date 
for repayment of loans is either 1 November, 15 December or 
15 January, the same being fixed within six months from the date of 
disbursement of loan. Since the benefits out of on-farm investments 
cannot accrue to the beneficiary within such a short period, it is felt 
that the due date for repayment of loans should be so fixed as to give 
a reasonable time to the loanee to have the benefits from the investment. 
As regards financing small and marginal farmers, the bank is following 
the same norms, policy and procedure as applicable to those other than 
small and marginal farmers. It is evident from the above that the present 
loan policy and procedure in force is not production-oriented and the 
bank should take immediate steps for introducing the same as well as 
set up a technical cell manned by qualified persons and amend the due 
dates for repayment of loans suitably. It is also suggested that the state 
government may also consider providing necessary subsidy to LDB for 
creation of the cell. The details of the existing terms and conditions of 
lending have been furnished in Statement 3. 

23. The most notable deficiency in the lending operations was the 
absence of arrangements for adequate after-care of the advances, 
supervision and verification of the end-use of the credit purveyed. 
Where utilization certificates had been given, it was done more 
as a mere formality. Though these are the general observations, the 
same are more pronounced in respect of the horticulture loans as in 
that case the bank completely relied upon the staff of the Horticulture 
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Department for verification of utilization of the loans. Further, 
out of 20 LVOs, as many as 15 of the rank of Assistant Registrars were 
on deputation from the Co-operative Department and continued to be 
on their establishment. Thus, the bank had no administrative control 
over them in matters like transfers, withholding of pay in case of 
unsatisfactory performance, etc. It is, therefore, recommended that 
the administrative control over the LVOs on deputation should be 
transferred to LDB. Added to this, LDB is not maintaining any register 
of utilization certificates to watch receipt of the same. As per the practice 
obtaining at present, second and the subsequent instalments of loans 
were being disbursed only after the utilization certificate in respect of 
the first instalment was received, thereby indicating that verification of 
the utilization of loans was not invariably being checked within three 
months of the disbursement of the first instalment, whether the borrower 
had applied for the second instalment or not. 

24. No separate machinery is existing in the bank for conducting 
regular inspection of branches. The LVOs, in addition to their regular 
duties, are also required to inspect the branches. Besides, such inspec¬ 
tions are also expected to be conducted by the executive officers of the 
bank. There were no regular inspections of the branches and the visits, 
if any, paid by the officials of LDB were incidental to purposes other 
than exercising control over the branches. Even such visits were 
sporadic and no notes/reports on the visits/ inspections were regularly 
placed before board of directors and compliance insisted upon. It is 
suggested that LDB should set up an inspectorate to be manned by 
staff having good knowledge of accountancy for the purpose of inspect¬ 
ing the branches periodically and regularly. 

25. Though at present there are various sections in LDB, the same 
either do not cover all important aspects of its working or are not well- 
defined and manned by experienced, well qualified and trained personnel 
(except the accounts section). In the existing set-up, there is no 
provision for inspection/internal audit sections, debentures section, 
statistical and technical cells. It may be pointed out that in the absence 
of clear-cut demarcation of duties assigned to the existing societies, 
the superintendent-in-charge of general administration is saddled with 
multifarious duties (i.e., special development schemes, floatation 
proposals, processing of loan cases, furnishing of statistical information, 
miscellaneous work etc.) as a result of which it becomes difficult to get 
any relevant information pertaining to the working of the bank when 
he is not available. Added to this, most of the staff attached to head 
office as well as branches is not well-qualified and are yet to receive 
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training in land mortgage banking. To ensure smooth and efficient 
working of the bank, the staff should be suitably trained and the various 
sections setup with the duties assigned as suggested below: 


Loan Section 


Debenture 

Section 

Accounts 

Section 


Processing, sanctioning and disbursement of 
loan applications, watching recovery perform¬ 
ance of branches, ensuring timely receipt of 
utilization statements and various prescribed 
returns, initiating of legal action, etc. 
Floatation/redemption of debentures, issuing of 
prospectus and scrips, etc. 

Maintenance of accounts, reconciliation with 
branches as well as with bankers, ensuring 
timely receipt of bank’s statements, interim 
accommodation, internal audit of branches. 


Inspection Conducting periodical and regular inspection of 

Section branches, ensuring compliance of inspection 

notes. 

Statistical Cell Collection and compilation of requisite data/ 

statements. 

Legal Section — 

Establishment — 

Section 

Besides, the bank should also build up its own cadre of officers who 
could man the senior posts which are presently held by the officers of 
the co-operative department. This is absolutely necessary if the steady 
progress of the bank is to be maintained as these officers so long as they 
remain on deputation would no longer consider their future linked with 
the progress of the institution. 


26. (i) As far as the accounting system obtaining in the bank is con¬ 

cerned, there were several deficiencies such as the requisite books not 
being posted regularly and up-to-date, balances not being struck, recon¬ 
ciliation of accounts with bankers not being done, inordinate delay 
in receipt of statements from co-operative banks resulting in non-posting 
of ledgers, absence of internal check system etc. Consequently, the bank 
failed in making judicious management of its funds so much so that it 
had collected unencumbered mortgages worth Rs 36.00 lakhs in July 
1973 but submitted the proposal for floatation of debentures only in 
October 1973, thereby unnecessarily paying interest on interim accom¬ 
modation at 2 /a per cent higher than that at which the debentures were 
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to be floated and incurring avoidable loss. Keeping in view the size of 
the institution as well as its annual floatation, the bank could avoid 
payment of interest at a higher rate on its interim accommodation if the 
resources were judiciously managed and floatations were done at regular 
intervals. 

(ii) At present, for every floatation of debentures, LDB is required 
to submit a proposal to the state government for guaranteeing payment 
of interest and repayment of principal under the debentures proposed 
to be floated by it. The approval of the proposal involves considerable 
time which delays the floatation as also causes avoidable loss to the bank. 
It is, therefore, suggested that the government may give a continuing 
guarantee for a specified amount or indicate annually the guarantee 
available for floatation of debentures during the financial year which will 
avoid delay in floatation as is the case at present. 

(iii) The debenture transfer deeds have not been exempted from 
the stamp duty in force in the state. Since the duty payable on such 
deeds comes to a large sum, it affects the transferability of the 
debentures, thereby making them not popular with the usual investors. 
The state government may grant the necessary exemption from the 
Stamp Act. 

(iv) The debentures of the Jammu & Kashmir Land Development 
Bank have not been so far listed on the stock exchange as it involves 
heavy payment on account of initial listing and annual fees. To make 
the debentures more popular among the usual type of investors, it may 
be desirable for LDB to have them listed on the stock exchange. 

(v) Though LDB has been functioning for a decade, its financial 
position has not improved materially so much so that its own funds still 
comprise only its share capital. It has not created any reserve and other 
funds since its profits have been very meagre, whereas the overdues are 
on a rising trend. With the existing level of financial operations under¬ 
taken by the bank, it will be difficult for it to run efficiently and smoothly 
as also strengthen its working unless the requisite assistance is provided 
by the government. If the working of the bank is, therefore, not to be 
impeded by its overdues and existing financial position as well as to 
simultaneously improve the position the state government may provide 
an interest-free long-term loan of Rs 5.00 lakhs (i.e., amount equal to 
the level of overdues on 1972-3), besides contribution towards the share 
capital of the bank, thereby making the capital structure of the bank 
broadbased which will enable it to absorb overdues as well as continue 
to play vital role in providing long-term on-farm investment credit. In 
case the ways and means position of the state government will not permit 
making long-term loans, the government, which has so far contributed 
Rs 26.19 lakhs to the debentures of the bank, may release its charge on 
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the mortgages for like amount thereby enabling the bank to float 
debentures against the security thereof for the remaining currency 
period of such mortgages and raise the necessary additional funds. 

Branches of LDB 

27. The details of the branches, viz., number, year of opening, year- 
wise loans advanced and outstanding, overdues and percentage of over- 
dues to demand for the year are given in Statement 4. It will be observed 
therefrom that out of 21 branches 10 were in the Jammu region. Of 
the total branches, 9 were opened in 1963, i.e., immediately after the 
registration of the bank in October 1962 and the remaining 12 in the 
years 1964(2), 1965(3), 1968(2), 1972(3) and 1973(2). In the case 
of three districts, viz., Poonch, Rajouri and Leh there was only one 
branch each, whereas in the remaining 7 districts there were 2 
(minimum) and 4 (maximum) branches; the latter being the case with 
the Anantnag and Baramulla Districts. Further, in case of 4 branches, 
viz., R. S. Pura, Ramnagar, Kulgam and Shopian their area of operation 
extended to one tehsil only. In the Jammu region as many as 5 branches, 
out of 10 had less than 500 borrowing members, four more than 1,000 
and one less than 1,000, whereas in the valley 5 branches each had less 
than 1,000 and more than 1,000 borrowing members each. 

28. As regards disbursement of loans, six branches in Jammu had, on 
an average, advanced less than Rs 1.00 lakh during the last three years 
even though they had been in existance for a period of 5 to 10 years. 
In the valley loans advanced by 2 branches, viz., Shopian and Pulwama 
during the last 5 years had not touched the figure of Rs 2.00 lakhs in 
any year. In a nutshell, out of 21 branches, only two branches, viz., 
R. S. Pura and Jammu had advanced loans continuously for more than 
Rs 5.00 lakhs during the last 2 preceding years and the remaining 
branches had advanced loans between Rs 1.00 lakh and Rs 5.00 lakhs. 
The Ramnagar branch which was set up in 1965 had not advanced 
loans of more than Rs 0,47 lakh during the last 5 years. Thus, out of 
21 branches only 4 (viz., Jammu, R. S. Pura, Nagam and Baramulla) 
had loans outstanding of more than Rs 30.00 lakhs, 1 (Ramnagar) about 
Rs 1.00 lakh, 4 (viz., Kathua, Udhampur, Doda and Poonch) between 
Rs 2.00 lakhs and less than Rs 5.00 lakhs, 5 (viz., Hiranagar, Banihal, 
Shopian, Magam and Pulwama) between Rs 5.00 lakhs and Rs 10.00 
lakhs, 4 (viz., Rajouri, Srinagar, Handwara and Sopore) more than 
Rs 10.00 lakhs but less than Rs 15.00 lakhs and the remaining 2 branches 
(Anantnag and Kulgam) had loans outstanding of more than Rs 15.00 
lakhs but less than Rs 30.00 lakhs. This is the position resulting after 
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the branches have been in existence for a period ranging from 5 to 10 
years. So far as the overdues are concerned, except in the case of few 
branches, these by and large, have been continuously increasing. As on 
30 June 1973, overdues of 6 branches ranged between 41 per cent and 
50 per cent, 8 branches between 25 per cent and 40 per cent and for 
5 more than 20 per cent but less than 25 per cent. It is, thus, evident 
that only in case of 1 branch the overdues were less than 20 per cent. 
The reasons for increasing trend in overdues have already been given 
earlier. 

29. What emerges from paras 27 and 28 above is that as many as 5 
branches had developed a loan business of less than Rs 5.00 lakhs and 
another 5 branches between Rs 5.00 lakhs and Rs 10.00 lakhs after 
having been in existence for 5 to 8 years, thereby indicating that the area 
served by them did not present enough business potential or scope for on- 
farm investment. The opening of branches, therefore, does not seem to 
have any relevance to any felt-need on the part of the area concerned 
or having been set up in the context of increased scope for loaning 
potential for business in the area covered by the branches. It seems that 
branches were being openend as a part of pre-determined programme 
formulated somewhat on an arbitrary basis without conducting any 
survey regarding the business potential etc., and not on the merit of 
each case as judged according to the need for the same in the context 
of likely increase in business and the viability of the concerned branches. 
Most of the branches, as discussed in the paragraph that follows, have 
neither attained viability nor are potentially viable though the govern¬ 
ment have provided them staff/subsidy on tapering basis. Further, for 
finalization of accounts, branches had to wait for receipt of the statement 
showing details of encashment of cheques which was being unduly 
delayed by central co-operative banks which were paid a paltry sum of 
Rs 50.00 per month for undertaking this job. Also, the existing branches 
did not present a look of being a branch as the same were housed in 
places like a nursing home (e.g., Sopore) or in dilapidated houses (e.g., 
Nagam). Last but not the least, it may be mentioned that at present 
the branches are working merely as liaison offices between loanees and 
the bank inasmuch as they are required only to pass on the cheques to 
loanees and obtain pro-notes from them which are in turn forwarded 
to head office. Further, the accounts in respect of the branches are 
duplicated at the head office so much so that parallel sets of books of 
accounts are maintained for each branch. Because of this procedure, the 
accounts of the branches are also not audited by the auditors with 
reference to their books of accounts but with those maintained at head 
office. Even the branch committees constituted have not been empowered 
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to sanction loans. Thus, it is evident that at present entire operations of 
the branches are centralized at the head office. It is, therefore, suggested 
that the branches may be organised in such a manner that they are either 
viable or potentially viable, i.e., likely to become viable in the course of 
a period of say 3 to 5 years. The branches so reorganized may in the 
beginning even have the entire district or two or three tehsils as their 
area of operation. The additional branches should be organized after the 
volume of business in the area is sufficient to warrant the establishment 
of a branch. 

30. At present, the branches are having a uniform staff strength of one 
branch manager, one clerk and one peon, besides an LVO on deputation 
from the department. The pay scales of the bank’s branch managers, 
LVOs, clerks, typists and peons have recently been revised and fixed 
at Rs 340-700, Rs 340-700, Rs 220-430, Rs 280-520 and Rs 180-250, 
respectively. To determine as to what should be the minimum loan 
business for a viable branch, it has been assumed that in addition to the 
above staff it will have a technical supervisor as well as a typist on its 
establishment. Besides, the bank will have to pay the rent for the premises 
where the branches are housed and miscellaneous expenditure, viz., on 
stationery, postage etc., which have been estimated at Rs 100 each per 
month. The annual expenditure of the branch on above items would 
thus work out to Rs 23,520. Further, each branch should have sufficient 
income to enable the bank to provide for various reserves besides 
declaring a dividend of about 4 per cent on its paid-up share capital. 
Assuming the average share capital collected at each branch at Rs 1.40 
lakhs, and that it should help the head office to make a provision of 
Rs 5,600 for payment of dividend, besides about Rs 880 for appropriation 
towards various reserves, the total income of a branch should be about 
Rs 30,000 per annum in order to become a viable unit. Since the margin 
of profits available to a branch is 2 per cent, the branch should have 
a loan business of Rs 15.00 lakhs in order to become viable. Based on the 
above criteria, out of 21 branches as many as 8 are viable and 3 poten¬ 
tially viable making the total number of viable and potentially viable 
branches 11. The remaining 10 branches will have, therefore, to be re¬ 
organized/revitalized so as to form viable units. 

Prospective Role of Land Development Bank 

31. The potential for agricultural development in the state depends 
upon the availability of cultivated and irrigated area. The position 
obtaining in this behalf in the Jammu & Kashmir state is that out of 
6000 thousand acres cadastrally surveyed area only 1780 thousand 
acres are cultivated and of this 689 thousand acres are irrigated from 
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different sources. Though LDB has been providing long-term on-farm 
investment credit for over a decade, its total advances had aggregated 
about Rs 3 crores only. Of this, the loans advanced for purposes like 
minor irrigation and soil conservation accounted for a very meagre 
amount during the last five years. It follows that there is scope for 
giving of loans for such purposes. However, this cannot be said with 
certainty unless the groundwater potential in the state is surveyed and 
the area suitable for land levelling, lift irrigation, reclamation of land, 
water management etc., is identified by the concerned department of the 
state government. Since the LDB is not having any technical cell of its 
own and is entirely dependent upon the state government there had not 
been any progress in regard to the survey of groundwater potential etc. 
Thus, LDB can play a vital role in providing necessary long-term credit 
for these types of activities if necessary surveys are conducted. 

32. As regards mechanization, the scope for on-farm investment is 
limited since the ceiling fixed under the agrarian laws is very low as a 
result of which it will not be economically feasible for a farmer to have a 
tractor of his own. Besides, the demand for tractor loans is conditioned 
by the total available cultivated area as well as custom hiring services, 
if any, available. Since such facility is already being provided by the 
Agro-Industries Corporation and the same is proposed to be expanded, 
there may not thus be much demand now for tractors. 

33. The traditional item for which LDB had been advancing loans 
being horticulture has already shown signs of shrinkage and, therefore, 
there may not be much scope now for giving further loans for this 
development. This is further proved by the fact that LDB has not been 
able to implement in full the bank’s special schemes for development of 
horticulture and the working of these is more or less at a stationary stage 
since 1970-71. However, although the bank has recently formulated a 
soil conservation scheme involving financial outlay of Rs 7.55 lakhs the 
same is yet to be sanctioned by ARC. 

34. It emerges from the foregoing paragraphs that there is now limited 
scope for providing long-term credit by the LDB for farm mechanization 
and horticulture development. Thus, if it is to play its rightful role in 
agricultural development of the state it will have to diversify its loan 
business. This will, however, depend upon undertaking of systematic and 
scientific surveys by the state government and formulation of suitable 
projects. The purposes for which the bank could advance loans are land 
levelling, reclamation of land, water management, lining of field channels 
etc. Unless the state government moves in this direction immediately, 
even the present tempo of advances by the LDB cannot be maintained. 
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STATEMENT 1 


Jammu & Kashmir Co-operative Central 
Land Development Bank—Financial Particulars 

Rs Lakhs 



Particulars 

1 

1968-9 

2 

1969-70 

3 

1970-71 

4 

1971-2 

5 

1972-3 
(31 March) 
6 

1. 

Membership 

(a) Borrowers (Nos) 

13,365 

18,836 

21,737 

24,091 

25,000 


(b) Non-borrowers 
(Nominal-Nos) 

8,139 

10,693 

12,773 

13,618 

15,000 


(r) Government.. 

1 

1 

1 

1 

1 

2. 

No. of branches (Including 
Head Office) 

16 

16 

16 

19 

21 

3. 

Paid-up capital 
(a) Individuals 

6.91 

9.57 

12.47 

14.89 

17.35 


(b) Government .. 

10.00 

10.00 

10.00 

10.00 

10.00 

4. 

Reserve & other funds 

— 

— 

— 

— 

_ 

5. 

Fixed deposits 

— 

— 

— 

— 

— 

6. 

Debentures 
(a) Ordinary 

56.67 

80.67 

112.20 

138.71 

198.11 


(4) Rural. 

— 

— 

— 

0.41 

0.44 


(r) Special 

43.00 

73.00 

85.00 

94.00 

94.00 

7. 

Other borrowings 
(a) Government .. 

28.85 

22.10 

18.35 

16.10 

6.10 


(4) Co-operative banks .. 

— 

0.60 

15.30 

_ 

9.49 


(c) Commercial banks 

— 

— 

— 

— 


8. 

Profit for the year .. 

— 

0.58 

0.22 

1.81 

-. 

9. 

Dividend declared 

— 

— 

— 

— 

_ 

10. 

Cash and bank balances (ex¬ 
cluding fixed deposits out of 
sinking fund) 

0.56 

3.78 

3.12 

0.34 

2.57 

11. 

Investments 

(i) General and reserve fund 
(a) Government secu¬ 
rities 







(4) Other trustee secu¬ 
rities 







(c) Other (shares of co¬ 
operative institu¬ 
tions) 

0.20 

0.20 

0.20 

0.20 

0.43 


(ii) Sinking Fund 

(a) Government securities 





2.01 


(4) Debentures of land 
development banks.. 

4.76 

7.16 

10.66 

14.16 

16.16 


(c ) Other trustee securities — 

— 

_ 

_ 

_ 


( d ) Fixed deposit 

(i) State/Central co¬ 
operative banks 

2.46 

5.46 

7.46 

10.46 

12.46 


(ii) Commercial banks 

— 

— 

— 

— 


12. 

Loans outstanding 

(a) Individuals (Normal) 

59.21 

75.22 

102.26 

137.43 

169.02 


(4) Individuals (Special) .. 

52.99 

79.77 

97.63 

102.98 

104.60 

13. 

Overdue loans 
(a) Amount 

0.34 

0.86 

2.92 

t 

2.79 

4.74 


(4) Percentage of overdues 
to demand 

6.2 

11.4 

19.9 

24.7 

32.9 
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STATEMENT 1 (Contd.) 


Jammu & Kashmir Co-operative Central 
Land Development Bank—Financial Particulars 

Rs Lakhs 



Particulars 

1 

1968-9 

2 

1969-70 

3 

1970-71 

4 

1971-2 

5 

1972-3 
(31 March) 
6 

14. 

Overdue interest 
(a) Amount 


0.10 

1.40 

1.41 

2.50 


(b) Percentage to demand 

— 

— 

22.4 

18 

23.3 

15. 

Rate of interest charged to 
individuals .. 

8% 

8% 

8.5% 

9% 

9.5% 





(w.e 

:.f. 1.11.73) 


STATEMENT 2 


Classification of Loans Advanced under Normal Sc hemes by Purpose During the Years 
1969-70 to 1972-3 (31 March 1973) 


Rs Lakhs 


Item 1969-70 1970-71 1971-2 1972-3 


No. of Amount No. of Amount No. of Amount No. of Amount 
loans loans loans loans 

1 23456789 


1. Sinking of wells .. .. 66 

2. Purchase of oil engines & 
pumpsets inclusive of 
accessories (No deposits are 
required to be made with 

the Electricity Board) .. 15 

3. Purchase of tractors includ¬ 
ing accessories .. .. 83 

4. Purchase of powertillers .. — 

5. Purchase of other 
machinery & equipments 26 

6. Total of easily identifiable 
productive purposes (Total 

of 1 to 5) .. .. .. 190 


tion of field channels, 
reclamation of land and 
any other improvement of 
land .. .. .. 45 

8. Laying of orchards fencing 

etc. 811 

9. OthiT (sheds etc.) .. 8 

10. Total of productive pur¬ 

poses not easily identifiable 
(Total of 7 to 9).. .. 864 

11. Purchase of land or 

ownership right .. .. 24 


U> JMAlUlljitlUll Ui UlU UCUU. ■ - 

13. Total of non-productive 

purposes .. .. 24 

(Total of 11 & 12) 

14. Total of 6,10 & 13 .. 1078 


3.06 

90 

2.23 

NA. 

1.15 

2.24 

81 

2.77 

)> 

2.08 

13.67 

130 

26.74 

»> 

35.27 

0.68 

— 

— 

— 

— 

19.65 

301 

31.74 

_ 

38.50 


0.47 

48 

0.48 N.A. 

0.27 

12.41 

NA 

9.94 „ 

9.88 

2.18 


1.84 „ 

1.40 

15.06 

— 

12.26 — 

11.55 

0.03 

N.A. 

0.45 N.A. 

0.44 

0.03 

— 

0.45 — 

0.44 

34.74 

— 

44.45 — 

50.49 


1.09 

168 

0.45 

77 

10.37 

72 

0.64 

13 

12.55 

330 

0.44 

24 

7.54 

0.14 

1301 

158 

8.12 

1483 

0.80 

1 

0.80 

1 

21.47 

1814 
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Poonch.(i) Poonch (i) Mandher 1968 693 0.02 0.02 0.71 2.26 0.42 

(ii) Haveli 

Rajouri .. .. (i) Rajouri (i) Rajouri 

(ii) Nowshera 1973 2840 3.96 4.20 0.65 0.51 0.47 
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Entire district 1973 Opened in September 1973 
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10. Ladakh Leh Entire district (Opened in September 1973) 



STATEMENT 4 (Contd.) 
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Rajouri Rajouri (i) Rajouri 0.02 — 0.14 0.0 

(li) Nowshera 

P=Principal I = Interest 
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Appendix 8 


REPORT OF THE STUDY TEAM ON THE WORKING OF 
THE CO-OPERATIVE LAND DEVELOPMENT BANKS 
IN MADHYA PRADESH 

Introduction 

The Study Team consisted of : 

1. Shri N. V. Sheldenkar, Assistant Chief Officer, 
Agricultural Credit Department, Reserve Bank 
of India, Indore 

2. Shri M. M. Batra, Managing Director, Madhya 
Pradesh State Co-operative Land Development 
Bank Ltd., Bhopal 

3. Shri C. P. Singh, Joint Registrar, Co-operative 
Societies, Bhopal 

4. Shri Arul Ryan, Deputy Director, Agricul¬ 
tural Refinance Corporation, Bhopal 

Scope of the Study 

2. The Team was required to study the long-term credit structure in 
Madhya Pradesh in all its aspects, so as to find out whether the long¬ 
term credit institutions were able to play an effective role in meeting 
the credit requirements of agriculture in the state and, if not, what 
were the factors inhibiting the working of these institutions, and the 
measures which could help in the reorganization/rehabilitation of these 
institutions to enable them to work efficiently as also to meet the long¬ 
term credit requirements of the state. 

Banks Visited 

3. The Study Team visited 6 primary land development banks in the 
state, viz., Raipur, Durg, Bhopal, Chhindwara, Shivpuri and Jhabua. 
Two of these banks were engaged in the implementation of ARC 
schemes, 2 banks served districts in which there was no scheme of ARC, 
and 2 banks were serving the districts in which the SFDA and MFAL 
programmes were under implementation. In the area of one bank not 
having ARC scheme, a scheme of AFC was in operation, and another 
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bank’s area was economically backward and susceptible to drought. The 
classification of banks according to these features is given below : 


Name of Bank 

Date of Visit 

Special Feature/s 

Raipur 

19-6-73 

Non-ARC and AFC 

Durg 

20-6-73 

MFAL 

Bhopal 

16-7-73 

ARC and MFAL 

Chhindwara 

18-7-73 

ARC and SFDA 

Shivpuri 

20-7-73 

Non-ARC (ARC scheme 
closed in 1971-2) 

Jhabua 

24-7-73 

Tribal and susceptible 
to drought 


Methodology Adopted 

4. The statistical and other information called for by the secretariat 
of the Committee in Bombay was made use of by the Study Team. A 
questionnaire was also prepared for eliciting information on various 
aspects concerning the working of the land development banks. But it 
was felt that instead of issuing a circular and getting replies, the Team 
might visit the banks selected for the purpose of the study and collect 
the required information on the spot. In the course of visits to the 
primary land development banks, the Team held discussions with 
office-bearers and officers of the banks, departmental officers and project 
officers in charge of SFDA and MFAL programmes. 

Legislation 

Land Tenure System 

5. The present state of Madhya Pradesh was formed in 1956 by 
integration of Mahakoshal, Madhya Bharat, Vindhya Pradesh and 
Bhopal and part of Shivganj Tehsil (Rajasthan), each of which had 
its own revenue laws. After the reorganization, it was felt necessary 
to have a unified revenue code for the whole state and, accordingly, a 
consolidated revenue code, viz., the Madhya Pradesh Land Revenue 
Code, 1959 (No. 20 of 1959) was enacted. It came into force from 
21 September 1959. 

6. The code recognizes only one class of tenure-holder of land, viz., 
bhoomiswami. The term bhoomiswami includes all persons holding land 
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in accordance with the provisions of the various land laws in force in 
the state prior to the enactment of the consolidated code and paying 
land revenue to the government in respect of their land. By virtue of 
this, all persons who held land in various capacities became 
bhoomiswamis as at the commencement of the Madhya Pradesh Land 
Revenue Code, 1959. The code also recognizes two other types of 
tenants, viz., occupancy tenant, i.e., a person holding land belonging to 
a bhoomiswami and government lessee. 

7. A bhoomiswami can transfer any interest in his land subject to 
certain restrictions. The restrictions are that the transfer does not result 
in the transferee becoming a holder of land in excess of the prescribed 
ceiling limit, and that the transfer does not leave the transferor with an 
area less than the area prescribed as minimum holding, i.e., 5 acres 
of irrigated land or 10 acres of unirrigated land. These restrictions are, 
however, not applicable to a bhoomiswami who has created charge on 
land by mortgage in favour of a co-operative society (including land 
development bank) or a commercial bank, as security for an advance. 
In the case of a bhoomiswami belonging to an aboriginal tribe, the right 
in land shall not be transferred to a person not belonging to such tribe, 
without the permission of the revenue officer, not below the rank of 
Collector, being given for reasons to be recorded in writing. It was 
observed that even bhoomiswamis experienced difficulty in obtaining 
credit if the revenue records were not up-to-date, e.g., where the 
mutation had not been carried out despite the fact that the party was 
no longer a minor, or where the division of land among the survivors 
had not been recorded. The problem is more acute in the case of small 
and marginal farmers. It is, therefore, necessary that the state govern¬ 
ment take urgent action for finalization of mutation cases and making 
the revenue records up-to-date. 

8. An occupancy tenant is not entitled to transfer, by way of sale, gift, 
mortgage, sub-lease or otherwise, his right in the land, and any such 
transfer, if made, shall be void. He has only the right to cultivate the 
land and on his death, his holdings shall pass by inheritance or survivor¬ 
ship to his heir/s in accordance with his personal law. The revenue code 
also confirms automatic conferment of right of bhoomiswami on an 
occupancy tenant on payment of amount equal to 15 times the land 
revenue by way of compensation to the erstwhile bhoomiswami. 
Notwithstanding the provision of the code, an occupancy tenant can 
transfer his right in land to secure an advance from the government 
under taccavi or from a co-operative society. In this connexion 
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Section 35(2) of the Madhya Pradesh Co-operative Land Development 
Bank Act, 1966, is reproduced below : 

“Notwithstanding anything contained in the Madhya Pradesh Land 
Revenue Code, 1959 (No. 20 of 1959), where a mortgage in 
favour of a development bank is in respect of land in which an 
occupancy tenant has an interest, the mortgage may be against 
the security of such interest, and the rights of the mortgagee shall 
not be affected by the failure of the occupancy tenant to comply 
with the requirements of the said Code, and the sale of the land 
and his interest therein under the said Code shall be subject to 
prior charge of the Development Bank.” 

9. The code also provides for yet another category of tenant called 
the government lessee, who holds land from the state government as per 
conditions of the lease. Under the terms of grant, the lessee is not 
allowed to assign, sublet or transfer land, or any portion thereof, or any 
interest therein, without the previous sanction in writing, of the 
government. The government have also allotted land to the landless 
persons or co-operative societies of such persons on a temporary lease 
(patta) of 5 years, on certain terms and conditions. The patta holder 
is entitled to acquire bhoomiswami rights on such land after the expiry 
of the term of lease if, meanwhile, he shows that the land was personally 
cultivated by him, he had invested money in land for improvement, and 
had cultivated at least 75 per cent of the land under patta. It was found 
that land development banks in the state had not financed patta holders 
as the period of lease was shorter than the period of repayment of loan. 
In order that the patta holders are enabled to get term loans from land 
development banks for irrigation, land improvement, etc., the govern¬ 
ment may consider granting the lease for a period longer than 5 years, 
with the specific right to mortgage the land given on lease. 

There are also cultivators who hold land as ‘bhoodan allottees’ who 
acquire bhoomiswami rights 10 years after the allotment of land to them. 
They enjoy no right to sell the land, but a mortgage is permitted in 
favour of the government or a co-operative society. 

Consolidation of Holdings 

10. There is no separate Consolidation of Holdings Act in the state, 
but a provision for consolidation of holdings has been made in the 
Madhya Pradesh Tenancy Act, 1959. Under the provisions of the Act 
consolidation of holdings is voluntary, and not obligatory as in some 
other states. Although during the continuance of the consolidation 
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proceedings there is restriction on transfer of land, after the proceedings 
are closed further fragmentation has not been restricted. It has been 
found that a sizeable number of holdings in Madhya Pradesh are 
scattered and in small patches of less than 3 acres. Therefore, to enable 
the small farmers to avail of long-term credit, the government may 
make provision for compulsory consolidation of holdings and for 
preventing fragmentation in the Tenancy Code. 


Land Improvement Loans Act 

11. The state government had in the past been providing long-term 
taccavi loans through the Agriculture and the Revenue Departments 
under the Land Improvement Loans Act. In pursuance of the discus¬ 
sions between the Reserve Bank and the representatives of Madhya 
Pradesh, the state government later, in terms of their order No. 1099/ 
2296/15/68 dated 8 February 1968, decided that : 

(i) “All taccavi funds for sinking of new wells, installation of rahats 
and pumpsets, construction of bunds, purchase of heavy 
implements and machinery, reclamation, and breaking of 
fallow land, should be channelled through the land develop¬ 
ment banks. These funds should be invested in a specified 
series of debentures to be floated by the apex land develop¬ 
ment bank. 

(ii) Taccavi loans for bullocks, repairs to wells, rahats, and pump- 
sets etc., might continue to be issued through the central 
co-operative banks, and the state government might keep the 
taccavi funds for such purposes at the disposal of the co¬ 
operative banks, as deposits.” 

At present, long-term funds (normal) provided for in the Budget are 
canalized through the land development banks in the form of purchase 
of debentures floated by them. Long-term taccavi loans are confined to 
the tribal areas under the Tribal Welfare Schemes, and to other areas 
under circumstances of widespread distress caused by natural calamities. 


Legislation governing Land Development Banks 

12. The working of land development banks in the state is governed 
by the Madhya Pradesh Co-operative Land Development Bank Act, 
1966, and the Madhya Pradesh Co-operative Land Development Bank 
Rules 1967. The provisions contained in the Act and the Rules are 
found to be comprehensive for bringing about the desired changes in 
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the loaning policy and procedures in the banks. Among others, they 
provide for the following : 

(i) It is not necessary for a borrower to register the mortgage 
deed executed in favour of the land development bank, 
provided the latter sends a copy of the deed to the concerned 
registering officer within 30 days from the date of execution. 
The registering officer has to file a copy of the deed in his 
book No. 1, prescribed under section 51 of the Indian 
Registration Act, 1908. The banks are also required to for¬ 
ward, within 30 days of execution, a copy of the mortgage 
deed to the concerned tahsildar for the purpose of making 
entry in the annual papers or in the record of rights, and the 
latter has to send to the bank concerned a copy of the entry 
made by him, within 30 days of making such an entry. 

(ii) The law provides for public enquiry by the authorised officer 
by issuing a public notice for the establishment of title of the 
applicant to the land proposed to be mortgaged before the 
grant of loan by the land development bank. This has 
simplified the procedure for disbursement of loans. 

(iii) Applications for long-term loans have to be processed and 
sanctioned within a maximum period of 4 months from the 
date of their receipt and decision of the bank communicated 
to the applicant within 7 days thereafter. The Rules spell out 
in detail the procedure for scrutiny of applications, the 
number of days which can be availed of at every stage and 
so on. 

13. The Madhya Pradesh Co-operative Societies Act, 1960 provides 
for the creation of charge on land or interest therein by a member 
signing declaration in favour of the society for loan/s obtained from it. 
It also empowers the member to execute a mortgage bond in favour 
of a land mortgage bank for a loan, i.e., without vacating the charge. 

Trust Deed 

14. Under section 5(3) of the Madhya Pradesh Co-operative Land 
Development Bank Act, the powers and functions of the trustee shall 
be governed by the instruments of trust executed between the state 
land development bank and the trustee. The existing trust deed was 
executed as between the erstwhile C.P. & Berar Provincial Co-operative 
Bank with the Registrar of Co-operative Societies, C.P. & Berar, in 
1949. The state co-operative land development bank has proposed 
revision of the trust deed and has submitted a draft to the Registrar 
for approval. The matter was pending with the Department. 



LEGISLATION 


379 


Legal Impediments and the Reforms Needed 

15. We have come across certain difficulties, which impede action 
under the various provisions of the Act and the Rules. We indicate 
below a few reforms needed to the existing law: 

(1) Section 4 of the Madhya Pradesh Co-operative Land Develop¬ 
ment Bank Act, 1966 provides that debentures may be floated 
by the state land development bank with the previous sanction 
of the state government and the trustee. The bank is expected 
to float debentures with prior approval of the Reserve Bank, 
in the case of ordinary debentures, and as per the terms and 
conditions of the schemes sanctioned by ARC. The debentures 
are floated against the security of mortgages acquired with 
the bank’s own resources. At this time the bank is required to 

• float debentures to recoup the funds advanced to the primary 
land development banks. In view of the provision in the Act, 
permission of the state government and the trustee is required 
to be obtained every time the bank floats debentures and this 
results in procedural delay and often upsets its working 
temporarily. The Team also feels that getting permission of 
the government and trustee has an element of duplication 
which can be conveniently avoided. It is, therefore, recom¬ 
mended that permission of the state government may be 
dispensed with by amending the Act. 

(2) Section 10 defines the purposes for which land development 
banks can sanction loans. These are : 

(i) land improvement and productive purposes, 

(ii) the erection, rebuilding or repairing of houses for agri¬ 
cultural purposes, 

(iii) payment of compensation to bhoomiswami by an 
occupancy tenant under sub-section 3 of section 190 of 
the Madhya Pradesh Land Revenue Code and 

(iv) redemption of debts incurred for any purposes mentioned 
in items (i) to (iii) above. 

Thus, sub-section (iv) provides that a bank can grant loans 
for redemption of debts incurred for purposes mentioned in 
sub-sections (i), (ii) and (iii). This provision prevents the 
banks from giving loans to the weaker sections of the com¬ 
munity, like harijans, farmers belonging to scheduled and 
backward tribes, etc., and to free them from prior debts 
incurred for purposes other than those indicated above. The 
Team feels that if the ‘weaker’ sections are to be helped in 
getting benefit of on-farm investment loan from the banks, 
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they will have to be enabled to clear the debt/s incurred for 
purposes other than those specified in sub-sections (i), (ii) 
and (iii) of section 10. For this purpose, the above section 
may be suitably amended. 

(3) Section 14 of the Act provides for recovery of dues by 
distraint and sale of produce of mortgaged land. For this 
purpose, all CEOs at the blocks have been appointed as dis¬ 
trainers, as per orders of the Registrar issued under rule 2(c) 
of the Madhya Pradesh Co-operative Land Development Bank 
Rules. As indicated later, CEOs have to attend to this 
work in addition to their normal duties and, therefore, cannot 
devote themselves fully to this work. The average charge per 
CEO in terms of number of cases has also been found to be 
heavy in some of the districts. We recommend that the valuers 
and the supervisors may also act as distrainers and for this 
purpose the Act and the Rules may be amended. 

(4) Section 18 of the Act provides for recovery by sale of the 
mortgaged property. All managers of primary banks, valuers 
of the state land development bank and the government, and 
CEOs have been empowered by the Registrar to act as sale 
officers under section 28 of the Act. It has, however, been 
found that coercive action under section 18 is not successful, 
as no bidder comes forward to take the auctioned land for 
reasons indicated later in the Report. No doubt, section 25 
permits the primary banks and the state land development 
bank to purchase the property, but it is not easy for the banks 
to get physical possession of the property, as they have to 
approach the civil court, which means their getting involved 
in litigations. The entire process is, therefore, dilatory. 
Secondly, considering the number of such cases, it is 
impracticable for the banks to take possession of the defaulters’ 
lands on wholesale basis, and it will result in locking of funds. 
Moreover, the problem of disposal of the lands would still 
continue. The Team feels that the existing law may be amended 
to enable the state government to purchase such properties, 
on the lines of the system adopted by the Government of 
Gujarat. This will create a sense of fear in the minds of 
defaulters and will facilitate recovery. 

(5) Under section 18(2) (a) and (b) the primary land develop¬ 
ment banks can bring the mortgaged property to sale after 
the state land development bank has previously authorised 
it in this connexion. It has been found that a reference to the 
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state land development bank in every case is time-consuming 
and delays action under the Act. In the interest of speedy 
disposal of cases, the Team recommends that the primary 
land development banks may be authorised to take action 
without reference to the state land development bank, by an 
amendment to the section. 

(6) Under section 18(2) (c) of the Act, a defaulter whose property 
is to be sold has to be served with 3 months’ notice before 
the sale is made. With a view to expediting the sale pro¬ 
ceedings, the period of notice may be reduced to one month, 
because the mortgagor had already been served with a notice 
under section 18(2) (b) requiring payment of such mortgage 
immediately. This may be done by an amendment of 
section 18(2) (c). 

(7) Section 36(3)—The procedure regarding registration of 
mortgages in favour of land development banks has been 
simplified, mention of which has been made in paragraph 12. 
It was, however, observed that tehsildars to whom copies of 
mortgage deeds were sent for the purpose of making entry 
in the revenue papers did not send copy of the entry to the 
bank as required under section 36(3). In the case of loans 
by agricultural credit societies, section 41 of the Madhya 
Pradesh Co-operative Societies Act provides that any charge 
created by declarations signed by the members in favour of 
their society shall be valid notwithstanding that an entry on 
the basis of declaration has not been made or has been 
defectively made in the Record of Rights. Similar provision 
may be made in section 36(3) of the Madhya Pradesh Co¬ 
operative Land Development Bank Act. 

(8) Under section 48 of the Act the state land development bank 
can make regulations for supervision over the primary 
bank subject to prior approval of the state government. Since 
supervision over the primary land development banks is the 
responsibility of the apex financing institution, we recommend 
that the section may be suitably amended to dispense with the 
prior approval of the government for such matters as inspec¬ 
tion, supervision, returns, etc. 

State Co-operative Land Development Bank 
Progress since Establishment 

16. The Madhya Pradesh State Co-operative Land Development 
Bank Ltd., was registered on 21 March 1961 and commenced business 
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on 1 August 1961. Prior to the organization of the bank, the state 
co-operative bank was providing long-term credit through its land 
mortgage banking section, and at the time of formation of the present 
bank, total long-term loans outstanding were Rs 31.03 lakhs. These 
have gone up to Rs 3490.28 lakhs by the end of 1972-3. The following 
figures show the volume of the loans issued since inception : 

TABLE l 

Loans Issued by SLDB 


Rs Lakhs 


Loan Disbursed 

Year 

Ordinary 

Special 

Total 

1961-2 

12.53 

— - 

12.53 

1962-3 

50.41 

_ 

50.41 

1963-4 

84.73 

_ 

84.73 

1964-5 

150.07 

_ 

150.07 

1965-6 

183.63 

_ 

183.63 

1966-7 

160.83 

_ 

160.83 

1967-8 

322.44 

_ 

322.44 

1968-9 

332.21 

43.32 

375.53 

1969-70 

483.54 

63.04 

546.58 

1970-71 

454.81 

105.12 

559.93 

1971-2 

527.21 

224.31 

751.52 

1972-3 

815.11 

381.32 

1196.43 


It will be seen that there has been a steep increase in loans after 1966-7. 
The figure of loans issued in 1967-8 was double the figure for the 
previous year. There was an increase of nearly Rs 2 crores during 
1971-2 and Rs 4.45 crores in 1972-3. The expansion of credit during 
recent years has been more as a result of stricter control over the 
working of the primary land development banks and toning up their 
working, simplification of loaning policy and procedures, decentraliza¬ 
tion of powers to sanction loans to the primary banks, strengthening of 
staff and training and so on. 


Management 

17. The affairs of the bank are managed by the elected board of 


directors consisting of 21 members as under : 

(i) Elected members from the primary land deve¬ 
lopment banks .... 14 

(ii) Nominees of the state government .... 3 

(iii) Representative of Debenture-holder (co-opted) .... 1 

(iv) Registrar of Co-operative Societies (ex-officio) .... 1 

(v) Chairman of the Madhya Pradesh State Co-opera¬ 
tive Bank (ex-officio) .... 1 

(vi) Managing Director (ex-officio) .... 1 


21 
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The President is a non-official. The Registrar of Co-operative Societies, 
who is an ex-officio member of the board, is the Trustee for the 
debenture-holders under section 5 of the Land Development Bank Act. 
The chairman of the apex bank is an ex-officio director of the bank. 
To achieve greater co-ordination between the long-term credit and the 
marketing structure for the purpose of timely supply of agricultural 
machinery to the members, we would suggest that the by-laws of the 
bank and the state marketing federation may be amended providing 
for representation on the board of each other. 

18. Although the SLDB is an autonomous body all the rules and 
regulations governing the working of the bank as also the primary land 
development banks, the policy and procedure for the grant of loans, 
floatation of debentures, creation of sinking funds, etc., are to be 
approved by the Registrar and the Trustee. 

19. The board has constituted a managing committee of 11 members, 
including the president and the vice-president. It generally meets once 
in a month. It has also constituted two loan sub-committees. One sub¬ 
committee comprises the President and the Managing Director and is 
authorised to sanction loans up to Rs 15,000. Applications for loans in 
excess of Rs 15,000 are considered by another sub-committee consisting 
of the president, the managing director, the Registrar, and two 
members of the board. There are also two other sub-committees, viz., 
staff committee to deal with personnel matters and the cadre committee 
to administer the cadre service rules approved by the Registrar. 

20. The bank has opened seven divisional offices, each under a 
divisional officer, to inspect and control the working of the primary land 
development banks. There is also a proposal to open one more divisional 
office at Sagar (newly created revenue division). The head office has 
defined the duties of the divisional offices which include inspection, 
supervision, staff control, recovery, etc. 


Share Capital and Reserves 

21. The bank’s paid-up share capital is contributed entirely by the 
primary land development banks and the state government. Out of the 
paid-up capital of Rs 247.00 lakhs as on 30 June 1973, amount contri¬ 
buted by the primary land development banks was Rs 112.00 lakhs 
and the balance of Rs 135.00 lakhs represented state government 
contribution. Under by-law 6 (c) of the bank’s by-laws every primary land 
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development bank is to contribute to the share capital of the bank 
an amount not less than 4 per cent of the loans outstanding as on 
31 March. Recently, the Registrar, in terms of a general circular dated 
5 September 1973, has prescribed that the primary banks may be 
required to contribute to the share capital of the state land development 
bank at 3 per cent of the borrowings from it during the year. The 
accretion to the share capital of the bank may, however, not be to the 
desired extent. We feel that the disposable owned funds, which may be 
utilized for lending, may be at least 20 to 25 per cent of the total lending 
programme of the bank. To meet the requirement of the programme 
during 1973-4, a minimum share capital of Rs 3 crores will be needed. 
As against this, the disposable owned funds of the bank were of the 
order of Rs 2.64 crores as on 30-6-1973. We, therefore, recommend that 
the state government may contribute to the share capital of the bank 
additional amount to the extent of the difference, i.e., about 
Rs 60-65 lakhs. 

Reserves 

22. Total reserves and other funds as on 30-6-1973 amounted to 
Rs 43.73 lakhs, of which the reserve fund was Rs 15.90 lakhs and the 
credit stabilization fund Rs 3.39 lakhs. The bank has made provision 
in the by-laws to create a credit stabilization fund by appropriation of 
15 per cent of its divisible profits every year. The amount in the fund 
is, however, meagre. The state government have been requested by the 
bank to permit it to credit to this fund the dividend in excess of 3 per 
cent earned on their shareholding in the bank. The matter is under 
consideration of the government. It has also been proposed that the 
government may provide a sizeable amount, say, at least 2 per cent 
of the bank’s total lendings during the year, towards this fund so that 
the bank is in a position to postpone recovery of loan instalments from 
the borrowers in the event of a natural calamity, and to meet the 
sinking fund commitments in full. 

Interim Accommodation 

23. The bank has been obtaining interim finance from the State Bank 
of India and the Madhya Pradesh State Co-operative Bank Ltd. Details 
of accommodation (cash credit limit) available from these banks since 
1961-2 are given in Table 2 

24. The accommodation is provided against guarantee of the state 
government. In terms of their order dated 24 July 1970, the 
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TABLE 2 

Interim Accommodation Available To SLDB 

Ri Lakhs 



Cash Credit Limit from 

Year 

State Bank 
of India 

State Co-operative 

Bank 

1961-2 

20.00 

_ 

1962-3 

20.00 

— 

1963-4 

60.00 

— 

1964-5 

100.00 

— 

1965-6 

75.00 

25.00 

1966-7 

50.00 

25.00 

1967-8 

75.00 

75.00 

1968-9 

100.00 

85.00 

1969-70 

100.00 

15.00 

1970-71 

150.00 

50.00 

1971-2 

150.00 

100.00 

1972-3 

150.00 

100.00 


guarantee extends for a period of 4 years from 1970-71 to 1973-4. 
Out of the credit limit of Rs 1 crore sanctioned by the apex bank, 
Rs 75 lakhs have been earmarked for providing overdraft facility to 
the primary land development banks with the local central co-operative 
bank against the guarantee of the state land development bank. Owing 
to the increase in business in recent years, the above limits arc found 
to be inadequate and, therefore, the bank has approached the state 
government to enhance the guarantee to Rs 450 lakhs—Rs 250 lakhs 
to the State Bank of India and Rs 200 lakhs te the Madhya Pradesh 
State Co-operative Bank. We would suggest that accommodation may 
be provided by the State Bank of India and the apex bank to the 
state land development bank without government guarantee at least 
to the extent of the owned funds of the bank, if they are satisfied about 
its financial position and working. 

25. The rate of interest charged by the State Bank of India and the 
apex bank was 9 per cent per annum in 1972-3 as against which 
the bank’s lending rate was l l /i per cent. The rate was raised 
to 9/2 per cent by the apex bank and 10 per cent by the State Bank 
after the increase in the Bank Rate. The loss, i.e., the difference between 
the rate of borrowing and the rate charged to the primary banks was 
partly made good by the bank by reloaning recoveries, as advised by 
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the Reserve Bank. The increase in the Bank Rate, however, is bound to 
have adverse effect on the profitability of the bank. While the lending 
rate of the bank is expected to remain almost stationary the borrowing 
rate has been rising with increase in the Bank Rate every time. As the 
bank is engaged in financing one of the priority sectors we feel that 
there is a case for provision of short-term finance at a reduced rate, 
as was the practice in the past, by the State Bank and the apex bank. 


Ordinary Debentures 

26. The bank has so far issued debentures in 31 series and as on 
30-6-1973, total debentures in circulation were of the order of 
Rs 3048.47 lakhs as per details given in Table 3. 


TABLE 3 

Ordinary Debentures in Circulation 


Rs Lakhs 




Amount 

Proportion to 

Total Debentures 
% 

Government of India 


422.95 

13.87 

State Government 


792.19 

25.99 

Life Insurance Corporation 


315.50 

10.35 

Commercial banks 


178.45 

5.85 

State Bank of India 


486.75 

15.96 

Reserve Bank of India 


83.58 

2.75 

Mutual support 


221.23 

7.25 

Co-operative institutions 


455.33 

14.94 

Others 


92.49 

3.04 


Total: 

3048.47 

100.00 


Table 4 shows the progress made in the floatation of debentures during 
the last 4 years vis-a-vis the programme approved by the Reserve Bank, 
and the target fixed for the primary land development banks for 
normal loans: 


TABLE 4 

Ordinary Debentures-Taroets and Achievements 

Rs Lakhs 


Year 

Approved 

Debenture 

Programme 

Debentures 

Issued 

Target for 

Normal Loans 

1969-70 

340.00 

379.00 

500.00 

1970-71 

750.00 

459.58 

596.00 

1971-2 

650.00 

550.80 

968.25 

1972-3 

1020.00 

601.45 

729.15 
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It will be seen that except in 1969-70 the debentures issued have 
been less than the approved programme. Also the amount issued has 
been less than the target fixed for the primary banks. The main reason 
is the shortfall in the issue of loans by the primary banks as their 
lendings are related to their recovery performance, as per discipline 
imposed by the Reserve Bank. Although the recovery aspect in primary 
banks is of utmost importance, the Team feels that there is a case 
for relaxation as per hectare investment in Madhya Pradesh is one of 
the lowest. This relaxation may be considered in the case of banks 
where special programmes of recovery are drawn up and implemented, 
as also in backward districts including those inhabited by tribals and 
scheduled castes, etc. 

Rural Debentures 

27. The scheme of rural debentures was introduced in the state in 
1965-6. So far, the bank has floated 4 series of rural debentures, as 


per details given below : 



Rs Lakhs 

Year 

Series Number 

Amount 

Subscription 

Received 

1965-6 

I (in 2 sets) 

15.00 

2.65 

1966-7 

II (in 2 sets) 

10.00 

10.00 

1970-71 

III (in 1 set) 

19.37 

19.37* 

1971-2 

IV (in 1 set) 

25.00 

4.11* 


‘Without matching contribution from the Reserve Bank. 

It will be seen that the III and IV series were closed without 
subscription from the Reserve Bank. It has been found that the scheme 
has not been a success and this can be attributed to several factors 
like general economic backwardness of the state, less attractive terms 
of issue in relation to those offered by the other agencies like commercial 
banks, co-operative banks, National Savings Organization, etc., higher 
rate of interest prevailing on moneylending etc. 

Special Development Debentures 

28. The bank has so far floated special development debentures as 
given in Table 5. 
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TABLE 5 

Special Debentures Floated 


Rs T.alrhs 


Year 

Amount 

1968-9 

34.50 

1969-70 

55.00 

1970-71 

94.09 

1971-2 

222.09 

1972-3 

354.60 

Total 

760.28 


The progress made by the bank during 1971-2 and 1972-3 in the issue 
of the special development debentures, vis-a-vis the target was as under: 

Rs Lakhs 


Type of schemes 

Target for 
1971-2 

Debentures 

Floated 

Target for 
1972-3 

Debentures 

Floated 

Dugwell 

.. 200.46 

146.41 

315.86 

321.80 

Tubewell 

.. 213.95 

44.28 

134.90 

20.60 

Tractor 

56.76 

29.64 

33.52 

12.20 

Land development 

2.06 

1.76 

— 



473.23 

222.09 

484.28 

354.60 


It will be seen that, as against the target of Rs 473.23 lakhs for 1971-2, 
the bank could issue special development debentures for Rs 222.09 lakhs 
only. There was shortfall of Rs 129.68 lakhs in 1972-3 also. The short¬ 
fall was more under the tubewell and the tractor schemes. The construc¬ 
tion of tubewells is done by the Directorate, Tube Wells and Ground- 
water Survey (government agency) and the energization by the 
Electricity Board and these agencies could not complete the work in 
time. In regard to the tractor scheme the shortfall was due to sudden 
rise in price of tractors and also non-availability of the makes desired by 
the fanners. 

Deposits 

29. As recommended by the Reserve Bank, the state land develop¬ 
ment bank introduced during 1972-3 the scheme of accepting fixed 
deposits through the primary land development banks. Such deposits 
are accepted for periods of 1 to 2 years at the rate of 7 and 7)4 per cent 
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per annum respectively. Under this scheme a target of Rs 27.50 lakhs 
was fixed by the Reserve Bank for 1972-3. The bank could, however, 
collect deposits to the tune of Rs 8.28 lakhs till June 1973. As per 
the terms and conditions laid down by the Reserve Bank the bank is 
precluded from giving loans against the security of fixed deposit receipts. 
The depositors do not find the deposit scheme sufficiently attractive and 
this also affects the bank’s ability to attract deposits. It is, therefore, 
felt that the bank may be permitted to revise the rates of interest 
beyond the rates approved by the Reserve Bank. Even if the rate 
approved slightly exceeds the lending rate of the bank it will be lower 
than the rate/s paid on the cash credit accommodation. Since the 
deposit scheme is linked with the debenture programme of banks it is 
essential that the scheme is made sufficiently attractive to enable the 
bank to achieve the target. 


Loans 

30. Prior to the passing of the Land Development Bank Act in 1966, 
the land development banks were advancing loans mostly for 
general purposes such as embankment and other land improvement, 
repayment of prior debts etc. Gradually, as a result of reorientation in 
lending policy of the land development banks, more and more loans were 
advanced for identifiable productive purposes such as digging, construc¬ 
tion of and repairs to wells, sinking of tubewells, installation of oil 
engines/electric pumpsets, purchase of tractors and so on. Statement 1 
gives an idea about the loans issued (normal) by the bank for different 
purposes in 1961-2 and the years following. The loaning policy of the 
land development banks in the state is under constant review by the 
state land development bank and the state government, and the policy 
has been gradually reoriented in the light of the policy framed by the 
Reserve Bank and the Agricultural Refinance Corporation from 
time-to-time. Some important aspects of the present loaning policy 
of the land development banks in the state have been indicated in 
Statement 2. 

31. With a view to facilitating prompt disbursement of credit, the state 
land development bank decentralized the powers of sanction and 
disbursement of loans in 1968-9. Originally, the primary banks were 
authorised to sanction and disburse loans up to Rs 3,000 for minor 
irrigation purposes. These powers were gradually enlarged and limits 
were fixed for the primary banks up to which they could sanction 
normal and special loans to the members for different purposes on the 
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basis of their recovery performance. The policy in vogue as on 31.3.73 
is indicated below: 


Banks with the following 
percentage of recovery 

Purposes for which 
loans may be sanctioned 

Limit up to which loans 
may be sanctioned in 
each case 

Normal Loans 


Up to Rs 

85% or more 

70 to 85% 

60 to 70% 

Minor irrigation 

10,000 

6,000 

3,000 

ARC Schemes 

More than 50% 

Well and pumpset 

Land improvement etc. 

10,000 

6,000 

SFDA and MFAL Schemes 
More than 5% 

Minor irrigation 

10,000 

(on the recommendation 
of project officer) 


Recently, in terms of the Registrar’s circular dated 22 August 1973, all 
the primary land development banks have been empowered to sanction 
and disburse loans (normal and special) up to Rs 10,000 for minor 
irrigation purposes. 

32. Under the scheme of reimbursement introduced in 1968 the 
primary banks are sanctioned overdraft facility with the local central 
co-operative bank, on the basis of their lending programme, recovery 
performance and working. For this purpose, the Madhya Pradesh State 
Co-operative Bank has earmarked Rs 75 lakhs from the credit limit 
(interim finance of Rs 100 lakhs) sanctioned to the state land develop¬ 
ment bank and this is allocated among the central banks. Such of the 
primary banks which cannot get the facility from the central bank for 
such reasons as lack of resources with the latter or high rate of interest 
are provided with interim finance by the state land development bank. 
The primary banks disburse loans by drawing on the overdraft limit, or 
out of interim finance, and submit the loan papers, including the 
mortgage deed, to the state land development bank, which reimburses 
it to the extent of the loan/s disbursed. However, loans for more than 
one well and/or pumpset and the issue of second loan requires prior 
sanction of the state land development bank. Similarly, all applications 
for purchase of tractors are to be sanctioned by the latter. The 
procedure for loaning as between the state and the primary land develop¬ 
ment banks has been considerably simplified, and is found to be work¬ 
ing smoothly. 
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Overdues 


33. An unsatisfactory feature of long-term credit in Madhya Pradesh 
is the existence of heavy overdues, both at the primary and the apex 
level. The problem of overdues in the primary land development banks 
has been discussed later. Table 6 shows the position of recovery in 
relation to demand in the state land development bank since 1961-2. 


TABLE 6 


Over dues m SLDB 


Rs Lakh 


Year 

Demand 

Recovery 

Overdue* 

Proportion 
ofRecovery 
to Demand 
% 

1961-2 

7.16 

3.90 

3.26 

54 

1962-3 

8.49 

4.82 

3.67 

57 

1963-4 

15.34 

12.02 

3.32 

78 

1964-5 

32.36 

29.17 

3.19 

87 

1965-6 

51.52 

40.80 

10.72 

79 

1966-7 

82.82 

61.03 

21.79 

74 

1967-8 

126.15 

89.62 

36.53 

72 

1968-9 

183.21 

140.12 

43.09 

77 

1969-70 

242.64 

iee .12 

80.52 

67 

1970-71 

356.18 

248.32 

107.86 

70 

1971-2 

416.59 

292.29 

124.30 

70 

1972-3 

567.34 

458.60 

108.74 

81 


It will be seen that, during the years 1970-71 and 1971-2 the percentage 
of overdues to demand has been as high as 30. The position however, 
improved in 1972-3. As explained later in this section, the capital 
structure of the primary banks being quite weak, most of them have no 
capacity to absorb the overdues and have, therefore, been defaulting to 
the state land development bank. Statement 3 shows the position of 
overdues at the apex level during 1972-3. On the basis of percentage 
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of default to the state land development bank, the primary banks may 
be classified as under: 


Percentage of 

Overdues to Demand 


Number of Banks 


1970-71 

1971-2 

1972-3 

Nil 

6 

7 

11 

Up to 15% 

6 

6 

10 

Between 15 and 25% 

9 

11 

6 

Between 25 and 40% 

9 

9 

9 

Between 40 and 50% 

7 

3 

3 

Above 50% 

6 

7 

4 


43 

43 

43 


Sinking Fund 

34. To amortise debentures on maturity, the bank has created 
debenture redemption (sinking) fund for each of the series. Contribu¬ 
tions are made to the fund on the basis of equated annual instalments, 
i.e., fixed amount every year as principal, and interest contribution on 
compounded basis at a rate of interest near to that payable on the 
debentures. The contributions are required to be made by the end of 
June of every year. If a series is floated in or before December, the first 
contribution has to be made in the following June, and if floated after 
December, in June of the next co-operative year. It may be noted that 
despite high level of overdues the bank has been able to make the 
required contributions to the fund. This has become possible because 
bulk of the loans issued in the past were repayable in 10 years, whereas 
the debentures were floated in two sets—10 years and 15 years. In respect 
of the second set, the contributions to be made to the fund were less 
than the recoveries effected during the following years and in this 
manner, the bank could contribute adequately to the funds. 

35. Under the pattern of investment recommended by the Reserve 
Bank, not more than 60 per cent of the sinking funds shall be invested 
in the bank’s own debentures and/or in the debentures of sister banks, 
not less than 20 per cent in government and trustee securities, of which, 
not less than 10 per cent shall be in government securities and 20 per 
cent in fixed deposits with the state co-operative bank/commercial banks. 
The position of sinking fund investments as on 30-6-1973 is indicated 
in Table 7. 
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TABLE 7 


Sinking Fond Investments 


Rs Lakhs 



Nature of investment 

Amount 

Percentage 

(i) 

In Government Securities 

120.14 

17.2 

(ii) 

In shares of Agricultural 

Refinance Corporation 

2.00 

0.3 

(iii) 

In debentures 

267.25 

38.2 

(iv) 

In fixed deposits 

157.85 

22.6 

(v) 

In short deposit 

151.38 

21.6 

(vi) 

In current account 

1.09 

0.1 


Total: 

699.71 

100.0 


While the amount required to be invested in fixed deposits could be 
invested promptly, the bank has been facing difficulty in regard to the 
investment in government and trustee securities and in the debentures, 
as these are generally not always available when the bank has to invest. 
It has been keeping such amounts for investment in short-term deposit 
account with the state co-operative bank. The yield on such deposits 
being too low, the bank was advised by the Reserve Bank in April 1970 
to reduce loss on investment by reloaning the recoveries and to effect 
sinking fund investment as and when convenient by drawing on the 
interim finance. Accordingly, the trustee has permitted the bank to use 
the recoveries in reloaning and to invest the sinking fund amount in 
government securities before 31 October, and in debentures before 
31 December. 

36. As the bank’s sinking fund investments did not conform to the 
approved pattern, the Reserve Bank has recently suggested to the bank 
to make investment at any time during the year and not at the end of 
the year as has been the practice, and to earmark the investment to the 
sinking fund before the end of the co-operative year. This suggestion is, 
however, not found to be advantageous for the bank for the following 
reasons: 


(i) If the bank invests its normal funds in securities even before 
the recoveries are received from the primary banks, the bank 
will not only lose heavily, but will be deprived of its owned 
funds for loaning, and will be required to draw more on the 
cash credit account at a rate of interest much higher than its 
lending rate. 
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(ii) The due date fixed by the bank for the primary banks is 
15 June, except in the case of 8 banks serving kharif area. 
Thus, the major part of the collection is received in June, and 
this hardly gives any opportunity to the bank to use recoveries 
in reloaning or to acquire investments in advance and to 
earmark them towards the sinking fund at the end of the year. 

(iii) If the amount to be credited to the fund is set apart in short¬ 
term deposits in June, for being invested later, instead of 
reloaning, as at present, the bank has to lose heavily in terms 
of interest. 

37. The trustee has permitted the bank to make investments towards 
the sinking fund before 31 December of the following year. This has 
enabled the bank to invest as and when the securities are available and 
when adequate amount can be drawn from the cash credit account. 
While it is accepted that contributions to the sinking fund should as 
far as possible be effected before 30 June of the year, there may not be 
rigidity about it considering that the due date in the bank is 15 June 
which hardly leaves time to make the investments. We recommend that 
the Committee may re-examine the matter so as to consider whether 
(i) the bank may be permitted by the Trustee to make part of the 
sinking fund contribution say, within a period of 6 months from the 
close of the co-operative year as and when attractive investment is 
available in the market and (ii) the pattern of investment could be made 
a little flexible so as to enable the bank to invest more profitably. 

Primary Land Development Banks 
Progress in Organization 

38. Land development banking in Madhya Pradesh is of recent origin. 
Until 1961, long-term needs of farmers were met by the state co¬ 
operative bank through the central co-operative banks in Mahakoshal 
region of the state. Four independent primary land mortgage banks were 
also functioning in the districts of Jabalpur, Raipur, Narisinghpur, 
and Khandwa. In Madhya Bharat, Vindhya Pradesh, and Bhopal 
regions, there was no arrangement for provision of long-term credit. 
With the establishment of the Madhya Pradesh State Co-operative Land 
Mortgage Bank in March 1961, the idea of organizing primary land 
development banks gathered momentum and culminated in the 
formation of 16 primary land development banks in 1961-2. Twenty- 
three more banks were organized in the following years. Of these, 
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3 banks, viz., Jagdalpur and Mandla were formed as late as 
1967-8, and Ambikapur in 1968-9. As on 31-3-1973, there were 43 
primary land development banks serving 45 districts of the state 
including the two newly formed districts. Thus, the bank at Bhopal 
serves the districts of Bhopal and Sehore, and the. bank at Durg the 
districts of Durg and Rajnandgaon. 

39. Until 1965-6, the land development banks in the state were issuing 
loans mostly for general purposes such as embankment and other 
land improvement, repayment of debts etc. Thus, during 1961 to 1966, 
out of Rs 481.37 lakhs advanced by the state land development bank, 
Rs 325.65 lakhs were for such purposes. Only 32 per cent of the loans 
were for purposes like sinking of wells, installation of pumpsets and 
purchase of tractors and other machinery. The bank’s working entered 
a new phase with the sanction of special development schemes by the 
Agricultural Refinance Corporation during 1965-6, and their imple¬ 
mentation from 1968-9. From 1966-7, with the introduction of stricter 
financial discipline in the loan policies of the banks, and the passing of 
the Madhya Pradesh Land Development Bank Act, 1966, there has 
been more stress on the issue of loans for easily identifiable productive 
purposes such as minor irrigation and purchase of machinery, etc., and, 
consequently, from 1970-71 almost the entire loans are for minor 
irrigation works such as digging and construction of wells, re¬ 
construction and renovation of old wells, sinking of tubewells, purchase 
of machinery like oil-engine and. electric pumpset, tractor and 
accessories, and so on. 

Management 

40. The primary land development banks are autonomous bodies with 
elected board of directors. They have adopted the model by-laws 
prescribed by the Registrar of Co-operative Societies, Madhya Pradesh. 
In terms of the by-laws, the board shall consist of 9 members, and shall 
remain in power for a period of 3 years from the date of election. The 
board consists of : 

(i) Representatives of borrowing members 4 

(ii) Representatives of non-borrowing members 2 

(iii) Government nominees 3* 

* the Collector, or his nominee, the Deputy Director of Agriculture, and the 
Assistant Registrar of Co-operative Societies are the ex-officio directors. 
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Very recently, the Registrar has amended the model by-laws to provide 
for one representative of the borrowing members from each tehsil, 
instead of 4 representatives of borrowing members as at present. In view 
of the need for establishing greater co-ordination between the land 
development banks and other agencies, it is recommended that composi¬ 
tion of board of directors may be enlarged to include a representative 
of the local central co-operative bank. The Team also recommends that 
representation may be given to the weaker sections of the community by 
having a director representing the small and the marginal farmers. The 
representative may be elected from the tchsil/s in which the number of 
such borrowers is large. 

41. The board of directors has a president, a vice-president and an 
honorary secretary. In terms of the by-laws, the honorary secretary 
enjoys equal powers as the manager, who is the chief executive officer. 
In practice, the exercise of powers by the honorary secretary frustrates 
the object of giving certain powers to the manager. Also, with rapid 
increase in the banks’ operations during recent years it has been found 
that affairs need day-to-day attention which the honorary secretary 
cannot provide. This can be efficiently done by the manager acting under 
guidance of the state land development bank. We, therefore, recommend 
that the by-laws of primary banks may be suitably amended so as 
to discontinue the system of electing honorary secretary. 

42. The manager is the chief executive officer of the primary banks. 
He is appointed by the board with prior approval of the Registrar. The 
state land development bank has created a cadre of managers and 
assistant managers from which postings arc made at the primary banks. 
These officers are governed by the cadre rules, which are administered 
by a cadre committee of the state land development bank. 

43. As on 31-3-73, 34 banks had elected boards, while in the remain¬ 
ing 9 banks the boards of directors had been superseded by the Registrar 
for reasons such as violation of by-laws, non-compliance of departmental 
instructions, mismanagement and other irregularities. The administra¬ 
tion of the superseded banks vested either in an officer of the co-operative 
department, who was appointed by the Registrar as the officer-in-charge, 
or in the state land development bank, which appointed an officer from 
its cadre to work as officer-in-charge. The banks, whose boards had been 
superseded as on 31 March 1973, were: 
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Bank 

Date of supersession 

Morena 

21-5-68 

Bhopal 

25-7-70 

Rajgarh 

31-1-71 

Hoshangabad 

16-1-71 

Chhindwara 

31-3-71 

Mandsaur 

31-3-71 

Ratlam 

12-4-71 

Jhabua 

18-12-72 

Tikamgarh 

21-2-73 

The management of 6 of the above banks was entrusted to the state land 

development bank. 


Branches 


44. The primary land 

development banks are operating through 

branches opened at tehsil and, in a few cases, at block level. As at the 

end of March 1973, there were 153 branches, i.e., 3-4 branches per 

bank on an average. The 

position in the banks visited by the Team was 

as under: 



Number of 

District/Bank 

Tehsils Branches 


(31-3-73) 

Bhopal 

7 7 

Chhindwara 

3 6 

Durg 

6 3 

Jhabua 

5 3 

Raipur 

5 6 

Shivpuri 

5 6 


Functions of the Branches 

45. The functions of the branches include receipt of loan applications 
and preliminary scrutiny, registration of documents by the members 
after sanction of loan by the head office, disbursement of loans/instal- 
ments, maintenance of loan accounts, verification of utilization of loans, 
valuation of hypothcca, and recovery. It was found that 4 of the banks 
visited, viz., Bhopal, Chhindwara, Jhabua and Shivpuri, had opened 
full-fledged branches. The branches of the two other banks, viz., Raipur 
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and Durg, functioned mainly as loan disbursement offices, the loan 
accounts of the members being maintained at the head office. Consider¬ 
ing the enormous volume of long-term credit which is expected to flow 
through the land development banks (as discussed later), it 
is necessary that the branches of all the primary banks are converted 
into full-fledged offices with all the powers except the power to sanction 
loans. 

Branch Accounts 

46. It was observed that the head office of the banks received from 
the branches the monthly receipt and disbursement statement and, after 
consolidating the figures with the head office figures, prepared monthly 
trial balance for the bank. There was no system of internal check. 

Branch Returns 

47. The branches submitted to the head office monthly receipt and 
disbursement statement, and in some cases the trial balance also. In 
addition to this, the bank at Chhindwara received from its branches 
loan disbursement statement, loan applications received statement, and 
recovery statement. The bank at Bhopal received progress report on 
ARC and MFAL schemes and recovery statement. It was observed that 
there was no uniformity in the submission of returns by the branches 
to the head office of the banks visited by the Team. 

Branch Inspection 

48. There was no system of regular inspection of branches as per any 
approved programme, although the branches were periodically visited 
either by the manager or the assistant manager. Only in the bank at 
Chhindwara, the branches were inspected by the manager or assistant 
manager 4 times in a year, each inspection lasting for 2 to 3 days. The 
report was sent to the branch concerned, and the latter had to send 
compliance report to the head office. In Bhopal bank, the system of 
regular inspections was introduced only in June 1973 and, as per pro¬ 
gramme, the officer-in-charge has to inspect 6 branches in a year, the 
general manager and the manager 12 branches each in a year. Till then, 
there was no regular programme of inspections. In the remaining banks, 
viz., Durg, Jhabua, Raipur and Shivpuri, the branches were generally 
visited by the manager or the assistant manager. No proforma had been 
prescribed for the inspection of branches. 

49. In short, there was no uniformity in the procedure for book-keep¬ 
ing and branch control. To streamline the system of book-keeping, the 
state land development bank recently constituted a committee of three 
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officers to revise the procedure of book-keeping, maintenance of 
accounts, draw up proformas for registers and returns etc. The report 
of the committee is under consideration. The bank may finalize the 
procedure of accounting and proformas early and issue detailed instruc¬ 
tions to the primary banks, indicating the procedure to be followed for 
maintenance of accounts, internal check, and branch control, including 
periodical returns, inspection of branches, submission of inspection note, 
and compliance report. 

Membership 

50. Statement 4 indicates the coverage by the primary land develop¬ 
ment banks in the state. The total membership (excluding nominal 
members) rose from 89,390 as on 30-6-71 to 1,28,749 as on 31-3-73, 
i.e., increase of 39,359. The number of borrowing members rose from 
75,213 to 1,01,535 during the corresponding period. The number of 
cultivating families in the state is estimated at 57,85,000, and the 
coverage in terms of cultivating families as on 31-3-73 works out to 
about 2.2 per cent. The percentage of coverage exceeded 10 in none of 
the banks; it was between 5 and 10 in 5 banks, and in 38 banks the 
percentage was less than 5. The position in the banks visited by the 
Team was as given in Table 8. 

TABLE 8 


Coverage By Baum Visited 


Primary Bank 


Villages 

Coverage of 
Cultivating 
Families (%) 


in the 
district 

covered by 
the bank 

Bhopal 

1,706 

1,000 

1.5 

Chhindwara (SFDA) 

1,977 

1,000 

4.1 

Durg (MFAL) 

4,250 

700 

0.4 

Jhabua 

1,373 

748 

2.0 

Raipur 

3,856 

1,365 

1.2 

Shivpuri 

1,476 

800 

4.0 


The factors which explain the low coverage in terms of villages and 
cultivating families have been discussed later. 


Share Capital 

51. The total paid-up capital of the primary land development banks 
which was Rs 143.57 lakhs as on 30-6-71 rose to Rs 188.23 lakhs as 
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on 30-6-72 and to Rs 226.22 lakhs as on 31-3-73. The average share 
capital per bank as on 30-6-72 and 31-3-73 works out to Rs 4.38 lakhs 
and Rs 5.26 lakhs respectively. The classification of banks on the basis 
of their paid-up capital is given in Table 9. 

TABLE 9 


Banks Accordino To Paid-up Capita!. 


Amount of share capita! 
paid-up 

30-6-71 

Number of banks as on 
30-6-72 

Si-3-73' 

Below Rs 2 lakhs 

13 

11 

9 

Between Rs 2 and 3 lakhs 

7 

3 

3 

Between Rs 3 and 4 lakhs 

8 

8 

6 

Between Rs 4 and 5 lakhs 

8 

8 

6 

Above Rs 5 lakhs 

7 

13 

19 


43 

43 

43 


Under the existing system of linking borrowings to shareholding, every 
member was required to contribute to the share capital of the primary 
bank up to 5 per cent of the borrowings from it. If the loan sanctioned 
exceeded Rs 10,000, he was required to contribute 7j/ 2 per cent to the 
share capital of the bank. The primary bank, in turn, had to contribute 
to the share capital of the state land development bank at 4 per cent 
of its borrowings. Thus, only 1 per cent of the collections from the 
members was left to the primary banks. Recently, however, the Registrar 
has advised that the primary banks may contribute to the share capital 
of the state land development bank at not more than 3 per cent of the 
borrowings from it, instead of 4 per cent of the borrowings as at present. 

52. As against the total paid-up capital of Rs 188.23 lakhs as on 
30-6-72, amount invested in the shares of the state land development 
bank was Rs 87.46 lakhs leaving a balance of Rs 100.77 lakhs. This was 
inadequate in relation to the overdues at Rs 219.79 lakhs. The Team 
examined the question of enhancing the rate of shareholding beyond 
5 per cent, and feel that such a step will cause hardships to the members 
in view of the fact that they have to involve from their own resources 
an amount not less than 5 per cent of the cost of well, and make down 
payment in the case of loan for oil engine, pumpsets etc. 

53. As on 30-6-71, the state government had contributed Rs 2.75 
lakhs to the share capital of 11 banks. The number of banks and 
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amount rose to 13 and Rs 5.75 lakhs as on 30-6-72. During 1972-3, the 
government further contributed Rs 69.65 lakhs to the share capital of 

24 primary banks covered under the Agricultural Credit Project. But, 
considering the future lending programme of banks, the government 
will have to provide share capital contribution to a much larger extent. 
The object of state participation is primarily to enhance the borrowing 
capacity of the institutions concerned. The additional dose of Rs 69.65 
lakhs provided by the government, from their own resources, has partly 
mitigated the hardship of the primary banks, inasmuch as the default to 
the state land development banks declined from Rs 124.30 lakhs as on 
30-6-72 to Rs 108.74 lakhs as on 30-6-73. It is, therefore, recommended 
that the government may provide larger contribution to the share 
capital of the primary banks on the basis of overdues as on 30-6-73, 
which will enable them to absorb the overdues and provide them with 
larger resources for loaning. As per the policy of the Reserve Bank, the 
primary land development banks in which the percentage of overdues to 
demand for the previous year was up to 15 are eligible for share capital 
contribution from the National Agricultural Credit (Long-Term Opera¬ 
tions) Fund (for banks in SFDA and MFAL districts the condition is 
relaxed up to 25 per cent). In the case of the central co-operative banks 
and primary agricultural credit societies the relative percentage is 30. 
The above condition has rendered 41 out of 43 banks in the state in¬ 
eligible for assistance from the Reserve Bank on the basis of overdues as 
on 30-6-73. As indicated earlier, the present capital structure of the 
banks is inadequate in relation to the overdues. In view of the IDA 
Project, it is recommended that the Committee may consider suggesting 
the relaxation of this condition so as to make banks with overdues up to 

25 per cent of demand to be eligible for share capital contribution from 
the Long-term Operations Fund. 

Reserves 

54. The total of reserves of all the primary banks as on 31-3-73 
amounted to Rs 15.49 lakhs, compared to 12.72 lakhs as on 30-6-72, 
and Rs 7.73 lakhs as on 30-6-71. The average reserves per bank as 
on 31-3-73 were Rs 0.36 lakh. The reserves in most of the banks were 
meagre and 21 of the banks had not been able to create the reserve 
fund, as there were no divisible profits. 

Owned Funds 

55. In short, the capital structure of the primary banks is quite weak 
with average owned funds per bank at Rs 4.67 lakhs as on 30-6-72 
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and Rs 5.62 lakhs as on 31-3-73. On the basis of owned funds, the 
banks can be grouped as under : 


Amount of owned funds 

Number of Banks as on 

30-6-71 

30-6-72 

31-3-73 

Below Rs 3 lakhs 

18 

14 

11 

Between Rs 3 and 4 lakhs 

10 

6 

6 

Between Rs 4 and 5 lakhs 

5 

10 

5 

Above Rs 5 lakhs 

10 

13 

21 


43 

43 

43 


Borrowings 

56. Under the system of reimbursement adopted in the state in 1968-9, 
the primary banks have been sanctioned overdraft limit varying from 
Rs 25,000 to Rs 2 lakhs or more, depending on their requirement and 
their working, with the local central co-operative bank. And, for this 
purpose, Rs 75 lakhs, out of the limit of Rs 1 crore sanctioned by the 
apex bank to the state land development bank for 1972-3 had been 
separately earmarked. For the year 1973-4, however, all the 43 banks 
in the state had been sanctioned overdraft limits to the extent of 
Rs 92.75 lakhs. The system of overdraft was generally found to be 
working well, and none of the banks visited was faced with the problem 
of insufficient finance. However, the rate of interest charged by the 
central banks varied from 8/ 2 per cent to 9 / 2 per cent compared to 
their lending rate of 9 per cent. With the raising of the Bank Rate 
the rate on overdraft was raised by some central banks and it ranged 
between 9 per cent and 11 per cent compared to 9 1 / 2 per cent being the 
lending rate of primary banks. It is recommended that the overdraft 
facility to the primary banks is provided at a rate which does not exceed 
their lending rate. 

Other Resources 

57. In addition to owned funds and borrowings, the primary banks 
had other resources, e.g., rural debenture deposits and other deposits, 
valuation fees, etc., collected from members and pending remission 
to the state land development bank, which were available for their 
business. But the volume of such resources was found to be small. 

Maximum Borrowing Power 

58. As per model by-laws prescribed by the Registrar, the maximum 
borrowing power of primary land development banks is fixed at 25 times 
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the share capital and the reserve fund minus accumulated losses. The 
borrowing capacity worked out on this basis was found to be adequate 
in the banks visited by us. 


Loaning Business 

59. Statements 5 and 6 show the progress in loans (normal and 
special) issued by and outstanding in the primary banks during the 
years 1968-9 to 1972-3 (up to 31-3-73). The overall position in relation 
to the targets fixed (normal loans) by the state land development bank 
(on the basis of recovery performance etc.) and the achievements was 
as given in Table 10. 


TABLE 10 


Normal Loans—Targets And Achievements 


Rj Lakhs 


Year 

Target 

Achievement 

1969-70 

500.00 

447.60 

1970-71 

596.00 

400.54 

1971-2 

968.25 

504.58 

1972-3 

729.15 

659.14 


It may be noted that: (i) the figures are for the financial year, (ii) they 
relate to normal loans only (i.e., excluding loans under ARC schemes), 
and (iii) the achievement represents loans reimbursed by the state 
land development bank. The relevant details in regard to the banks 
visited are indicated in Table 11. 

TABLE 11 

Normal Loans By Banks Visited 


Rs Lakhs 



1970-71 

1971-2 

1972-3 

Target 

Achieve¬ 

ment 

Target 

Achieve¬ 

ment 

Target 

Achieve¬ 

ment 

Bhopal 

.. 30.00 

34.76 

36.00 

22.46 

30.00 

22.86 

Chhindwara 

.. 15.00 

20.99 

72.00 

13.25 

37.50 

9.69 

Durg 

5.00 

3.35 

22.50 

4.90 

18.75 

11.03 

Jhabua 

5.00 

3.10 

3.60 

2.55 

4.00 

4.23 

Raipur 

.. 32.00 

18.36 

59.50 

33.08 

67.50 

39.69 

Shivpuri 

9.00 

6.16 

17.00 

6.12 

20.00 

16.12 
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It will be seen that during the past 3 years there has been shortfall 
generally in the achievement in respect of the normal loans vis-a-vis the 
target. The general causes of shortfall have been analysed in the following 
paragraphs. 

Overdues 

60. The overdues in primary banks have been gradually rising and 
their percentage to demand has been high throughout, as is evident 
from the figures given in Table 12. 


TABLE 12 


Overdues In Primary Banks 


Year 

Loans Overdue 
(Rs lakhs) 

Percentage 
to Demand 

1968-9 

89.20 

39 

1969-70 

132.32 

43 

1970-71 

174.05 

40 

1971-2 

219.79 

40 

1972-3 

248.74 

38 


Bank-wise position for the year 1972-3, is indicated in Statement 7. On 
the basis of percentage of overdues to demand as at the end of last 
3 years, the banks may be classified as in Table 13. 


TABLE 13 

Primary Banks According to Overdue* 


Percentage of Overdues 


Number of Banks as on 



30-6-71 

30-6-72 

30-6-73 

Up to 15 

1 

_ 

1 

Between 16 and 25 

4 

4 

11 

Between 26 and 40 

17 

16 

15 

Between 41 and 50 

15 

14 

11 

Above 50 

6 

9 

5 


43 

43 

43 


The position of overdues in the banks visited by the Team vis-a-vis 
their owned funds is indicated in Table 14. 
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TABLE 14 

Owned Funds And Overdues in Banks Visited 


Rs Lakhs 


Name of Bank 

Owned Funds 
(31-3-73) 

Overdues 

(30-6-73) 

Percentage 
to Demand 

Bhopal 

14.22 

18.84 

50 

Chhindwara 

17.68 

8.67 

39 

Durg 

3.10 

2.55 

43 

Jhabua 

1.55 

5.74 

68 

Raipur 

10.73 

4.86 

24 

Shivpuri 

7.91 

2.94 

17 


61. It will be seen that (a) the overdues exceeded the owned funds 
in 2 banks, viz., Bhopal and Jhabua and (b) the level of overdues in 
relation to demand was less than 25 per cent in 2 banks, i.e., Raipur 
and Shivpuri. The position was not satisfactory in the other banks. 
The causes of overdues were found to be as under : 

(i) There is overlapping between the period of financing and 
recovery, and the field staff who have to attend to the scrutiny 
and processing of loan applications, verification of utilization 
of loans etc., cannot devote themselves fully to recovery work. 

(ii) Delay on the part of primary banks in filing cases under 
sections 14 and 18 of the Land Development Bank Act, and 
difficulties in the recovery by coercive action and in disposal 
of such cases. In Durg bank, demand notices were issued to the 
members as early as january-February 1973, but the demand 
lists were given to the staff of Agriculture Department as late 
as second week of June leaving little time for recovery. 

(iii) Inadequate arrangement for and delays in verification of 
utilization of loans/instalments. The extent of misutilization 
used to be heavy in the past. However, as a result of tightening 
of the arrangements for verification by the state land develop¬ 
ment bank, the position has improved somewhat during 
recent years. 

(iv) In the past the system of fixing due date was defective in that 
the first instalment fell due in the first year itself, i.e., even 
before the member had received benefit from the proposed 
development. The policy underwent a change in March 1972 





406 


REPORT ON LAND BANKS IN MADHYA PRADESH 


when it was decided that, from 1971-2, the banks should 
recover only interest in the first year, and that the principal 
instalment should be recovered from the second year, as in 
the case of loans granted under the Agricultural Refinance 
Corporation’s schemes. Secondly, the due date fixed did not 
necessarily conform to harvesting and marketing season of the 
main crop of the area. Thus, until 1971-2, in 8 of the districts 
in the state, which are predominantly kharif districts, the due 
date fixed was 15 January, and in the 35 rabi districts 15 April, 
which did not conform to the cropping pattern. From 1972-3, 
however, the due dates for kharif and rabi areas have been 
changed to 31 January and 31 May. 

(v) During 1972-3, the state was affected by drought, and 
annewari was declared in several districts. This partly 
explains low recovery in some of the banks. The position in 
the districts visited by us is indicated below: 


District 

Number of 
Villages 

Villages where 
annewari was less 
than 36 paise 

Bhopal 

1,706 

31 

Chhindwara 

1,977 

661 

Durg 

4,250 

1,616 

Jhabua 

1,373 

751 

Raipur 

3,856 

782 

Shivpuri 

1,476 



(vi) In Bhopal bank, it was found that strong organization of the 
staff union and reluctance on the part of the field staff to 
undertake touring duties had contributed to poor recovery for 
some years. 

(vii) The district of Jhabua is susceptible to recurring drought, 
which is the principal cause of poor recovery. In 1968-9, 
annewari was declared in 79 per cent of the villages. The 
relative percentage in 1972-3 was 55. 

Arrangements for Supervision and Recovery 

62. This aspect can be broadly divided into 2 parts, viz., (i) verifica¬ 
tion of utilization of loans, and (ii) recovery of loans. The latter can 
be further sub-divided into (a) normal recovery, i.e., during the 
recovery season, and (b) recovery by coercive action under section 14 
of the Land Development Bank Act (distraint and sale of crop), and 
section 18 of the Act (sale of the mortgaged property). The 
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staff involved in the work of supervision and recovery are: co-operative 
extension officers at the block level, supervisors of the primary banks, 
and valuers of the state land development bank and government. Our 
findings on the arrangements made for supervision and recovery are 
given in the following paragraphs : 

Recovery under Section 14 (Distraint and Sale of Crop ) 

63. This work is attended to by all the co-operative inspectors (CEOs) 
and the government valuers. The findings of the Team in this regard 
are as under : 

(a) It was found that, in Durg bank which serves a kharif area, 
the notices of distraint were issued to the defaulters after 
15 days from the due date (there were 3 due dates, viz., 
15 April and 15 May, and 31 May for new loans), when 
there was no crop in the field for attachment. In Shivpuri 
bank, cases had been prepared and sent to the Assistant 
Registrar in August 1972 for distribution among CEOs, but 
there was delay on the part of departmental staff with the 
result that when CEOs came for attachment the crop had 
already been harvested. 

(b) The co-operative extension officers at block level had to attend 
to this work in addition to their normal and multifarious 
duties. They, therefore, neglected the work. The following 
figures show that the workload in relation to the number of 
cases allotted in 1972-3 was very high for some of the CEOs 
in Bhopal district : 


Number of Cases 


Block 

given to 
CEO / 

government 

valuer 

of full 
recovery 

of partial 
recovery 

of no 
recovery 

Huzur 

171 

28 

31 

112 

Ashta 

407 

119 

115 

173 

Bairasia 

340 

152 

75 

113 

Sehore 

129 

35 

8 

86 


During 1972-3, as against 1,133 cases given to CEOs, there 
was full recovery in respect of 394 cases, partial recovery in 
250 cases, and no recovery in 489 cases. 
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In Jhabua District, on the other hand, the number of cases 
given to the recovery officers was not large, but, considering 
the scattered and isolated nature of the lands, backwardness of 
the area, etc., difficulties were experienced in the execution 
of cases. 

In Chhindwara District also, the number of cases allotted to 
CEOs and government valuers was within a reasonable limit, 
except for 3 blocks, viz., Chhindwara, Pandurna and Saunser. 
As against 515 cases prepared for Rs 1.98 lakhs in 1972-3, the 
recovery officers had been able to recover Rs 1.12 lakhs in 
respect of 512 cases. 

(c) In all the banks visited, it was reported that, wherever crops 
were distrained, none came forward to act as receiver, and 
therefore, actual distraint was generally not practicable. Much 
of the recovery reported by coercive action under section 14 
was effected by the bank’s staff, viz., supervisors and valuers, 
personally contacting and persuading the defaulters to repay, 
after the notice was served by CEO, without there being 
actual distraint. 

Recovery under Section 18 (Sale of Land) 

64. The managers of primary banks, the valuers of the state land 
development bank and government, and the co-operative inspectors 
have been empowered by the Registrar to act as sale officers under 
section 18 of the Act. Under the procedure in vogue, notice of 3 months 
is given to a defaulter, asking him to repay the defaulted amount. This 
is followed by one more notice before the mortgaged property is brought 
for sale. It was observed at all the primary banks visited by us that 
the recovery under this section also was not successful, as no bidder 
came forward to purchase the auctioned land on account of local 
problems, the existing land ceiling, or as the plots brought for sale 
were in isolated areas (e.g., Jhabua District). The Raipur bank had, 
therefore, arranged ‘dummy’ bidders to purchase the auctioned property. 
The purchasers later transferred the land back to the owner, after 
receiving commission at 5% of the price paid by them. But, such a 
practice was not followed by the other banks. 

65. A suggestion made in this regard is that the primary banks 
themselves might purchase the lands. But this is not found to be 
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practicable. The bank cannot get physical possession of the property, 
as they have to approach the civil court, and the entire process is 
dilatory. Moreover, the; number of such cases is so high that it is 
impracticable for the banks to take possession of the lands on a large 
scale as it would mean locking up their funds. Also, the problem of 
disposal of the lands would still continue. After taking into account all 
the features mentioned above, we recommend to the Committee as 
follows: 

Recovery under Section 14 

(i) Cases may be prepared and the notice issued to the defaulters 
and crops distrained well before the harvest. 

(ii) The progress may be closely reviewed on fortnightly basis by 
the state land development bank through its divisional offices. 

(iii) As CEOs at the block level cannot attend to this work in 
addition to their normal duties, the department may consider 
empowering the valuers and supervisors of the land develop¬ 
ment banks also to act as distrainers. Such a step will facilitate 
recovery, as the supervisors and the valuers are in close contact 
with the borrowers. 

Recovery under Section 18 

(iv) The notice period may be reduced from 3 months to a month, 
to facilitate quick action, as action against the defaulters under 
this section is in progress for more than a year (under 
section 14). 

(v) Since the bidders do not come forward to purchase the land 
brought for sale and it is not practicable for the primary 
banks themselves to purchase the land, the state government 
may consider the feasibility of purchasing such properties, as 
is done in Gujarat. For this purpose, the existing law will 
have to be suitably amended. 

Normal Recovery 

66. The primary banks issue every year the demand notices to 
borrowers indicating the amount of instalment payable by them and 
the due date. Penal interest at 3 per cent is charged on the defaulted 
amount from the due date. These are followed by personal contacts by 
the bank’s supervisors and the valuer. The banks also give demand 
list to the staff of the Agriculture Department (AEOs and gram 
sevaks) for pursuing recovery. It was found that in Durg bank, average 
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charge per supervisor was about 140 cases, which was not heavy. 
However, considering the size of the district and the scattered nature 
of the borrowers, difficulties were experienced by the field staff in 
contacting them within a limited period of harvesting and marketing. 
Secondly, the bank had issued demand notices to the members in 
January-February 1973, but the demand list was given to the Agri¬ 
culture Department staff in the second fortnight of June 1973, although 
the district is predominantly kharif, and paddy is harvested around 
November-December. Thus, little time was left for the staff for recovery, 
and this partly accounts for low recovery in 1972-3. 

In Bhopal bank, demand notices had not been issued in about 
50 per cent of the cases in 1971-2 and 1972-3. Also, there was no 
personal contact by the supervisor with the borrowers at the proper 
time, which, among others, accounts for poor recovery. In Jhabua bank, 
the first demand notice was issued in December 1972, although maize 
(the principal crop) is harvested in October. All the borrowers were 
also personally contacted by the field staff. Still the level of overdues 
has been very high, as (i) the district is susceptible to frequent 
drought and (ii) the supervisors cannot go to the villages alone as the 
area is tribal. In this district, recovery of land revenue has been less 
than 50 per cent and that of taccavi dues less than 5 per cent. 

Among the banks visited by the Team, the recovery performance 
of Shivpuri and Raipur banks was satisfactory. In Shivpuri bank, the 
position of recovery has been satisfactory, as the bank had appointed 
local persons as peons, who contacted borrowers during the recovery 
season frequently and persuaded them to repay the loan instalment to the 
primary bank. As on 30 June 1973, there were 6 supervisors, compared 
to 4,156 indebted members, giving average charge of 700 cases per 
supervisor. The bank had also appointed 13 peons,-10 permanent and 
3 temporary (during the recovery season)-for maintaining contact 
with the borrowers and to persuade them to repay the loan in time. 
The permanent peons were paid basic pay of Rs 55 + dearness 
allowance, i.e., about Rs 100 per month, and expenses on 
travelling at Rs 2.50 per day. The temporary peons were paid Rs 90 
per month at Rs 3 per day. This system has enabled the bank to 
recover the dues promptly. After taking into consideration all the 
features noticed during the visits, the Team makes the following 
recommendations : 

(i) Each primary bank may draw up every year a programme 
of recovery, including the issue of demand notices and giving 
of the demand lists to the recovery staff (including govern- 
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ment staff) well in advance. The progress may be closely 
watched by the state land development bank through its 
divisional offices. 

(ii) Personal contact with the borrowers by the recovery staff, 
before and during the harvesting/marketing season, is of 
utmost importance for timely recovery. For this purpose, we 
recommend the system of appointing local persons as peons, 
as adopted by Shivpuri bank, to keep themselves in touch 
with the borrowers and persuade them to repay the loans 
to the bank on or before the due date. 

Comments on Loaning Procedure 

67. The loaning procedure has been outlined in terms of government 
order dated 18 March 1972. Every loan application has to pass through 
the following stages : 

(i) Motivation, receipt, and preliminary scrutiny. 

(ii) Detailed scrutiny, including public inquiry, valuation etc. 

(iii) Sanction of loan, execution of documents, disbursements of 
loan instalments and follow-up, i.e., verification of utilization 
of the loan instalments. 

Our comments on the above aspects, and the factors inhibiting the flow 
of credit through the land development banks, are given in the following 
paragraphs : 

Motivation 

68. As per government order, the work of motivation is to be done 
by the staff of the Agriculture Department. The gram sevak (VLW) 
has to identify and motivate the farmers and help them in filling the 
loan applications including getting the revenue papers and ‘no dues 
certificates’. The applications are then passed on to the agricultural 
extension officer (AEO). In 2 of the banks visited, it was found that 
the supervisors also attended to this work in addition to recovery, etc. 
Thus, in Jhabua bank about 70-80% of the applications were canvassed 
by the bank’s staff. In Shivpuri bank also, the bank supervisors partly 
attended to the work. The gram sevaks sent to the bank the names 
of farmers, who desired to avail themselves of credit, and the collection 
of applications and their preliminary scrutiny was done partly by the 
gram sevaks and partly by the supervisors. In SFDA and MFAL 
districts visited, the work was done exclusively by the agriculture staff. 

69. The aspect of motivation has assumed importance in the context 
of larger programmes of long-term credit and the operation of com¬ 
mercial banks in the field of agricultural credit. The position in the 
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banks visited and the specific difficulties expressed to us during our 
visits are indicated below : 

(i) Bhopal: MFAL Agency (Raisen-Sehore) was, it was 
reported, giving preference to the commercial banks in the 
matter of tendering loan applications, as the latter sanctioned 
loan in 8 days, compared to about 2 months in the primary 
land development bank. Details of applications submitted to 
the two institutions were, however, not available. The bank 
staff was not doing motivation, but dealt with the applications 
if and when received from the Agriculture Department. 

(ii) Jhabua : The gram sevaks had also to canvass loan applica¬ 
tions under the Tribal Welfare Scheme and for Bank of 
Baroda. They gave preference to loans under taccavi allot¬ 
ment, owing to government subsidy available thereon and, 
therefore, the bank’s staff had to do motivation in addition 
to supervision and recovery. Bulk of the long-term financing 
was done by the government and partly by Bank of Baroda. 

(iii) Raipur: Under the scheme of the Agricultural Finance 
Corporation, which aims at digging of 5,000 wells and 
purchase of 5,000 pumpsets, 15 blocks out of 23 blocks in 
the district have been allotted to the commercial banks and 
the remaining 8 blocks have been left to the primary land 
development bank. Earmarking of areas, is however, not rigid 
and the primary and the commercial banks are allowed to 
provide credit in the blocks allotted to each other. It was 
represented to us that the Agriculture Department staff gave 
preference to commercial banks and passed on most of the 
applications to them, which affected the business of land 
development bank. 

(iv) Shivpuri: There was inadequate co-ordination between the 
Agriculture Department and the bank, and so, the field staff 
of the latter had to attend to motivation. The commercial 
banks were also engaged in providing credit, but this had not 
affected the primary bank’s loaning since the former did not 
prefer to finance cultivators in the interior. 

(v) Chhindwara ; The bank had experienced no difficulty in 
this regard as there was effective co-ordination between 
3 agencies, viz., the bank, the Agriculture Department and 
SFDA. 

(vi) Durg : The demand for long-term credit had been small 
as the bank had just made efforts to popularise long-term 
credit. 
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70. It is evident from what has been stated earlier that inadequate 
co-ordination between the banks and the Agriculture Department had 
obstructed the flow of credit through land development banks. It will 
be necessary to establish greater co-ordination between the Agriculture 
Department staff at the district level, SFDA and MFAL agencies, the 
land development bank and the commercial banks, so that loan cases 
can be allotted to both the financing agencies. For this purpose, district 
level meeting of the various agencies, including the state land develop¬ 
ment bank, may be held before the financing season, i.e., in July or 
August, to discuss the lending programme of the two agencies and to 
lay down broad guidelines for allotment of loan cases among the 
agencies, taking into account the target fixed for the primary land 
development bank, its capacity to disburse credit etc. 

Scrutiny of Loan Applications 

71. After an application is made to the receiving officer (AEO), he 
has to ensure that it is complete in all details, and submit it to the 
primary land development bank for sanction. Under the procedure laid 
down by the state land development bank, all the applications shall be 
disposed of in 35 days from the date of receipt. The time schedule 
prescribed is as under: 



Days 

(i) Receiving Officer 

2 

(ii) Public Inquiry Officer 

10 

(iii) Valuer 

15 

(iv) Primary Bank 

8 


35 


It was found that the above schedule could not be adhered to in any of 
the banks visited by the Team. The common reasons were: 

(a) Incomplete form of the applications, i.e., without the necessary 
revenue papers, no dues certificates, etc. 

(b) Late submission of the loan applications in May or June, 
leaving little time to the bank to process them 

(c) Non-clearance of the earlier default to the primary agricultural 
credit society or the government 

(d) Delay in public inquiry and valuation on account of recovery 

72. Although, all the causes of delays cannot be attributed to the 
primary banks, it was found that much time was taken for public 
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enquiry and valuation. This, it was stated, was one of the reasons why 
fanners in some of the districts preferred to borrow from the commercial 
banks. The latter sanctioned loan in a much shorter time, say within a 
week (in Bhopal) or 15 days (in Jhabua). The commercial banks are not 
required to conduct public inquiry, but get the documents examined by 
a lawyer, the lawyer’s fees being paid by the farmer. In the case of loan 
from land development bank, the farmers have to pay valuation fee at 
a much lower rate; yet they prefer to borrow from the commercial bank 
on account of less time taken for getting the loan. It was also represented 
to us that usually the public inquiry was conducted perfunctorily, 
although the officer took more than 15 days for the purpose. The 
valuation was also done in an arbitrary manner in the absence of any 
instructions in this regard, and much was left to the discretion of the 
valuer. One suggestion made for reducing the time-lag between the 
date of receipt of the application and the date of sanction was to do 
away with the public inquiry. The other was to reduce the delays on 
account of calculations connected with (i) valuation of hypo theca and 
(ii) income, expenditure and repaying capacity. In this case, much more 
time than allowed for the purpose was taken by the valuers, as they had 
to attend to the other items of work, such as verification of utilization, 
revaluation of hypotheca, recovery, etc. While we do not agree with the 
suggestion for the abolition of the system of public inquiry for the sake 
of quicker disposal of loan applications by primary banks, the state 
government may consider the possibility of giving the supervisors the 
powers of valuers, and the valuers the powers of public inquiry officers 
(AEOs) so that public inquiry and valuation can be done simul¬ 
taneously, reducing the period by 10-15 days for scrutiny of loan 
applications. 

Loan Documents 

73. Until recently, the loan applications in the prescribed forms were 
to be accompanied by the following documents: 

(a) Jamabandi (document of title in respect of all the plots 
owned) 

(b) ( Khasara’ showing present possession of land for current year 

(c) Extract of the record of rights (basic record) 

(d) Sale deed and gift deed regarding acquisition of land by 
purchase, donation, etc. 

(e) Certificate of applicant’s indebtedness to the service society, 
and certified copy of his loan account 
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(f) Certificate of taccavi dues to the state government from 
‘tehsildar’ 

(g) ‘No dues’ certificate from branches of the commercial banks 
in the area 

(h) Plan map of the land on which the improvement was proposed 
(except in cases of tractor loans) 

Certain difficulties were expressed by the banks visited in obtaining the 
revenue records and the ‘no dues certificates’. Thus, in Jhabua the 
records with tehsildar were incomplete since 1960 and, in the absence 
of ‘no dues’ certificate regarding taccavi, the bank could not finance 
farmers in Petlawad tehsil (the most prosperous part of the district). 
Bank of Baroda, on the other hand, experienced no difficulty as it 
granted loans on the basis of affidavit of the member and the order of 
the Collector. In the other districts visited, however, patwari papers 
were being collected by the gram sevak or by the bank’s staff after the 
receipt of application. The procedure regarding document has now been 
simplified, and the applicant has to submit current khasara along with 
the loan application. However, it is recommended that the state land 
development bank may look into the specific difficulties of the type 
expressed by Jhabua bank in securing the revenue papers etc., and, if 
necessary, adopt the procedure obtaining in the local commercial bank, 
with the approval of the Registrar. 

Disbursement of Loans 

74. Loans for digging and construction of wells are disbursed in 
2 or 3 instalments, depending on the size of the loan. Loans up to 
Rs 5,000 are disbursed in 2 instalments, and above Rs 5,000 in 3 
instalments. Loans for other purposes, e.g., tubewell, oil engine/pumpset, 
tractor, are disbursed in one lump sum, and payment is made to the 
tubewell organization, in the case of tubewell, and to the supplier (the 
marketing society or the dealer) direct after the member had obtained 
oil engine/pumpset. Payment for the cost of tractor is made to the dealer. 
The first instalment of well loan is disbursed immediately after sanction, 
but the second and the third instalments are given after verification of 
utilization of the first/second instalment. The Team has no comments to 
offer on the procedure for disbursement of loans. 

Loaning Policy 

75. The policy for the grant of loans is generally on the lines 
recommended by the Reserve Bank and Agricultural Refinance Corpo¬ 
ration from time to time. Statement 2 gives some of the important 
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features in this regard. Till June 1973, the land development banks 
in Madhya Pradesh had not adopted the production-oriented lending 
system in all its essential aspects. While almost the entire credit provided 
by the banks was for easily identifiable productive purposes and so on, 
the system was deficient in the following respects: 

(i) Constitution of technical group at district level to advise the 
primary bank on the norms of outlay on different types of 
investment (on per unit or per acre basis) 

(ii) valuation of land on the basis of ‘capitalization’ method 

(iii) Determination of repaying capacity on the basis of incre¬ 
mental income expected after the proposed development. 

76. Recently, however, the Registrar of Co-operative Societies, in terms 
of his circular dated 23 May 1973, has advised the primary banks to 

(i) constitute a technical group, consisting of chairman of the 
central co-operative bank and the primary land development 
bank, 2 progressive farmers, who are members of the land 
development bank, the Assistant Registrar of Co-operative 
Societies, and the Deputy Director of Agriculture to advise 
the department on the norms of outlay on different types of 
investment 

(ii) revise the procedure for working out repaying capacity in such 
a manner that a farmer having less than 10 acres of land will 
be able to utilize 75 per cent of the incremental farm income 
towards the repayment of loan, while those having more than 
10 acres of land 90 per cent of the incremental farm income 
for loan repayment and 

(iii) revise the system of valuation of land and accepting the 
valuation at 8 times the net post-development income from 
agriculture, 50 per cent of the valuation arrived at being 
treated as loan eligibility. 

77. The above procedure has come into force from July 1973. It 
may be noted that the revised system of valuation of land (capitalisa¬ 
tion method) is to be adopted in the districts served by SFDA and 
MFAL agencies. In the other districts (34 out of 43 districts in the 
state), the existing method of valuation on the basis of standard 
multiple per acre and per rupee of land revenue is to be continued. 
The revised procedure is expected to enable the land development banks 
to meet the credit needs of more cultivators, especially small and 
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economically weak farmers. It is, however, felt that the procedure may be 
gradually extended by the Registrar to the other districts of the state. 

Other Factors affecting the Flow of Credit through 

Land Development Banks 

78. A few more factors, which are found to have affected the flow 
of long-term credit in specific areas are indicated below: 

(i) In Jhabua District, which is purely a tribal district, the lead 
bank, i.e., Bank of Baroda and the state government were 
providing substantial volume of long-term credit. Thus, as 
against 159 loans sanctioned by the land development bank 
in 1972-3, Bank of Baroda had sanctioned 129 loans. Details 
of loans sanctioned by the government were not available. 
The success of Bank of Baroda lay in the fact that it charged 
interest at 4 per cent per annum as the area was backward. 
The bank had also opened 6 ‘satellite’ offices in the district, 
manned by branch agent, who visited the villages on the 
appointed day and sanctioned loans. In regard to taccavi, 
such loans were subsidized under the Tribal Welfare Scheme. 
The extent of subsidy was 80 per cent in the case of loans 
for wells given to bhils and bhilahis and 20 per cent for others. 
In regard to loans for oil engines/pumpset, the subsidy was 
Rs 600 for construction of pump house. In regard to the 
provision of long-term credit in tribal districts, the Team 
recommends to the Committee that : 

(a) the government may examine the possibility of gradually 
institutionalizing the credit provided under the tribal 
welfare and other schemes, 

(b) the land development banks may charge a concessional 
rate of interest on loans, i.e., less than the normal rate, 
and the government may provide them with subsidy to 
make up the loss. 

(ii) In Jhabua District, the scope for increasing loans for minor 
irrigation was reported to be less owing to low percentage 
of sub-soil water. In Raipur and Durg Districts of Chattisgarh 
Division, there was greater demand for loans for bunding for 
the storage of water than for digging of wells, but the banks 
were not permitted to grant loans for this purpose on a large 
scale. The state land development bank may encourage loans 
for bunding for storage of water for irrigation. 
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Causes of Slow Progress in Disbursement of Long-term Credit 

79. To sum up, the main causes which have inhibited flow of long¬ 
term credit adequately in the state and are responsible for low coverage 
in terms of cultivating families are found to be as under: 

(i) Administrative and financial weakness of the primary land 
development banks as reflected by inefficient management, 
weak capital structure, meagre profits, etc 

(ii) Inadequate staff in some of the primary land development 
banks—both in office and in field 

(iii) Operational inefficiency of the banks characterized by heavy 
overdues, and the difficulties in recovery 

(iv) Inadequate arrangement for motivation of farmers to develop 
their farms with long-term loans from the land development 
banks 

(v) Procedural delays in sanction of loan applications 

(vi) Inadequate co-ordination among the banks and the various 
connected agencies 

(vii) General backwardness of some of the districts of the state 

We have indicated the steps to be taken for correcting the 
deficiencies in the long-term credit structure at the appropriate place 
in the report. 

Prospective Role of Land Development Banks 
Agricultural Situation in Madhya Pradesh 

80. The state has a total geographical area of 442 lakh hectares, of 
which 41 per cent, i.e., 184.60 lakh hectares represent the net area sown 
in 1971-2. The gross area cropped during the year was 208.88 lakh 
hectares. The net area irrigated during the year was 16.42 lakh hectares 
and formed only 9 per cent of the net area sown. The gross irrigated 
area was 17.04 lakh hectares as per details given in Table 15. 

TABLE 15 

Area Under Irrigation 


Nature of 
irrigation 

Area 

irrigated 

(Hectares) 

Percentage 
to gross 
irrigated 
area 

Canals 

8.04 

47.2 

Tanks 

1.57 

9.2 

Wells 

6.21 

36.4 

Others 

1.22 

7.2 
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Potential for Agricultural Development 

81. Statement 8 gives district-wise details of net area sown, net irrigated 
area, and the percentage of net irrigated area to area sown in 1971-2. 
On this basis, the districts may be classified as under : 


Percentage of net 
irrigated area 

Number of districts 

25 per cent and above 

4 

Between 20 and 25 per cent 

2 

Between 15 and 20 per cent 

2 

Between 10 and 15 per cent 

4 

Between 5 and 10 per cent 

11 

Less than 5 per cent 

20 


43 


It will be seen that, in as many as 31 districts, the percentage of 
area irrigated to net area sown was less than 10. As at the end of 
1970-71, there were 6.67 lakh surface wells used for irrigation purposes. 
There were also 2,218 tubewells. The number of surface wells per village 
and per 100 cultivating families come to 9 and 11 wells respectively. 
As at the end of 1971-2, there were in the state 52,386 oil engines, 60,281 
electric pumpsets, and 5,692 tractors. Thus, on an average, 100 culti¬ 
vating families had 2 oil engines/pumpsets and 1,000 cultivating families 
had one tractor. In short, there is tremendous potential for minor irriga¬ 
tion, farm mechanization and other forms of agricultural development 
in the state. 

82. The Madhya Pradesh State Planning Board had proposed an in¬ 
crease of 22 per cent in the net irrigated area by the end of the Fifth 
Five Year Plan from 9 per cent in 1971-2. As per the state’s Fifth Five 
Year Plan, the co-operatives are expected to contribute towards increas¬ 
ing the area under irrigation by 1 per cent every year, which would 
entail an investment of Rs 350 crores and, of this, Rs 250 crores are 
expected to be financed with refinance facility from the Agricultural 
Refinance Corporation. However, at the state’s Plan discussions held 
at New Delhi on 14 August 1973, it was felt that the land development 
banks might not be in a position to disburse loans exceeding Rs 140 
crores, of which Rs 100 crores may be in respect of ARC schemes. This 
outlay, compared to estimated financing of Rs 45 crores during the 
Fourth Five Year Plan, means threefold increase during the next plan, 
and the average annual financing comes to Rs 28 crores, compared to the 
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disbursement of Rs 7.51 crores and Rs 11.96 crores during 1971-2 and 
1972-3 respectively by the state land development bank. 

Arrangement for Provision of Long-term Credit 

83. The agencies engaged in the disbursement of long-term credit in 
the state are the land development banks and the commercial banks. 
As stated earlier, almost the entire long-term taccavi funds are canalised 
through the land development banks by the government purchasing 
debentures floated by the state land development bank. The extent of 
credit provided by the commercial banks is not known, but it is estimated 
that their involvement in long-term credit is around Rs 3 crores. Under 
the Agricultural Credit Project, the banks are expected to disburse 
Rs 29.93 crores in 34 districts, i.e., about Rs 6 crores every year. In 
regard to the land development banks, presuming that they advance 
Rs 140 crores (the maximum accepted by the Planning Commission), 
including Rs 100 crores in respect of ARC schemes, they will have to 
disburse about Rs 28 crores during each of the years of the Fifth Five 
Year Plan. This involves considerable responsibility on these institutions 
and hence the urgency of planning and rehabilitation of primary land 
development banks. 

ARC-refinanced Schemes 

84. The first special development scheme sanctioned by ARC was 
implemented in the year 1968-9. Statement 9 shows the progress vis-a- 
vis the targets fixed till 1972-3. The purpose-wise details of the schemes 
sanctioned, loans issued by the land development banks and the deben¬ 
tures floated are furnished in Table 16. 


TABLE 16 

Special Debentures Floated Under Schemes 



Position as 

on 31-7-73 


Rs Lakhs 

Purpose 

Number 

of 

schemes 

Total 

financial 

outlay 

Loans by primary 
land development 
banks 

Sanctioned Disbursed 

Debentures 

floated 

Minor irrigation schemes 

34 

2797.17 

1195.50 

719.15 

625.27 

Land reclamation schemes 

2 

80.78 

17.49 

14.78 

14.42 

Tubewell schemes 

8 

924.41 

198.16 

82.29 

78.75 

Farm mechanization schemes 

2 

99.56 

66.51 

45.32 

41.84 


46 

3901.92 

1477.66 

861.54 

760.28 
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85. The progress under the dugwell schemes has been by and large 
satisfactory, although some of the schemes, viz., in Surguja, Satna, and 
Hoshangabad, have still to reach the take-off stage. The physical and 
financial targets were, on an average, 85 per cent of the phased pro¬ 
gramme during 1971-2 and 1972-3 under the dugwell schemes. The 
financial achievement as regards the tubewell schemes has not been 
satisfactory, inasmuch as the loans disbursed by the primaries under 
tubewell schemes till the end of July 1973 formed only a little more 
than 10 per cent of the total outlay under these schemes. The poor 
progress is attributable to factors such as lack of co-ordination between 
the land development banks, the Agriculture Department, the Directo¬ 
rate of Tubewells and the State Electricity Board. In many cases, the 
electricity board was unable to energize promptly the tubewells which 
were ready in all respects. The Agricultural Refinance Corporation had 
to rephase a number of schemes from time to time due to the inadequate 
progress. Five schemes involving total financial outlay of Rs 154.74 
lakhs had been closed till July 1973. The loans disbursed under these 
schemes aggregated Rs 150.57 lakhs. 

86. The slow progress in the implementation of the minor irrigation 
schemes could be attributed generally to the following factors : 

(a) The physical and financial targets were not fixed on a realistic 
basis, taking into account the capacity of the financing banks 
to disburse credit. 

(b) Financial and organizational weaknesses of the land develop¬ 
ment banks. 

(c) Delays in scrutiny and sanction of loan applications at the level 
of primary land development banks. 

(d) Delays in verification of utilization of loans as also misutiliza- 
tion of loans. 

(e) Presence of large number of defaulters in areas covered by the 
schemes. 

(f) Delays in getting the revenue records or in conducting search 
for encumbrance in Sub-Registrar’s office. 

(g) Inadequate co-ordination between the various departments of 
the government, viz., Electricity, Irrigation, Agriculture and 
the financing bank. 

(h) Shortage of labour and cement was one of the causes of slow 
progress in case of some of the schemes. 

(i) As stated earlier, in the case of tubewell schemes, the slow 
progress was due to delays in sinking of tubewells by the 
Tubewells Directorate and delays in provision of electricity 
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connexions to the completed tubewells by the Electricity 
Board. 

87. The Agricultural Refinance Corporation had also sanctioned, till 
June 1973, 7 minor irrigation schemes to the commercial banks with a 
total financial outlay of Rs 252.01 lakhs and 1 scheme involving an 
expenditure of Rs 26.56 lakhs to the Madhya Pradesh State Co-opera¬ 
tive Bank. The achievements under these schemes were as in Table 17. 

TABLE 17 


Progress Under Minor Irrigation Schemes 

Rs Lakhs 


Name of financing 
institution 

Number 

of 

schemes 

Total 

financial 

assistance 

Loans by financing 
institution 

Amount 

drawn 

from 

ARC 

Sanctioned Disbursed 

1. State co-operative bank 

1 

26.56 

— 

— 

— 

2. State Bank of Indore 

3 

73.52 

4.04 

2.62 

2.09 

3. State Bank of India 

4 

178.49 

52.10 

27.47 

— 


8 

278.57 

56.14 

30.09 

2.09 


88. As on 30 September 1973, the position of pending schemes was as 
in Table 18. 


TABLE 18 


Details of Pending Schemes 

Rs Lakhs 


Financing institution 

Number of 

Amount 

schemes 


A. Land Development Banks 

(i) Minor irrigation 

(ii) Land improvement 

28 

1561.73 

2 

159.63 


30 

1721.36 

B. Commercial Banks 



(i) State Bank of India 

2 

92.35 

(ii) State Bank of Indore 

5 

290.47 

(iiij Bank of Baroda 

1 

53.16 

(iv) Central Bank of India 

2 

100.50 


10 

536.48 

C. State Co-operative Bank 


104.69 


Grand Total 2362.53 


T- 


89. The extent of long-term loans disbursed by the primary land 
development banks serving SFDA and MFAL areas are indicated in 
Table 19. 
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TABLE 19 


Loans Given in SFDA/MFAL Areas 

Rs Lakhs 



Target 

Achievement 


Number of 
benefi- 

Amount 

Number of 
benefi- 

Amount 


ciaries 


ciaries 


1971-2 

* 

* 

2,250 

89.74 

1972-3 

11,200 

488.67 

4,560 

180.18 


•Not Fixed 

Agricultural Credit Projects 

90. The coming in of IDA Project will be another landmark in the 
field of long-term financing for agriculture in Madhya Pradesh for the 
Project envisages investment in agriculture on an unprecedented scale 
in a planned and systematic manner. The state has taken up various 
measures for strengthening the long-term credit structure in the wake 
of the Project, such as, contribution of share capital of the primary 
land development banks by the government, reorientation of loan policies 
and procedures, strengthening of the staff of the state and the primary 
land development banks, training of personnel, etc. A comprehensive 
banking plan has been prepared for the implementation of the IDA 
Project. The broad features of the IDA Project for Madhya Pradesh are 
briefly discussed below : 

(i) Financial Programme 

The total Project investment, extent of the borrowers’ contribution, 
overall lending programme, shares of the various lending institutions 
and the assistance available from the IDA are indicated in Table 20. 

TABLE 20 
Details of Project 

Rs Lakhs 


Sector 

In¬ 

vest¬ 

ment 

Farmers’ 
own contri¬ 
bution 

Loan 

assi- 

stan- 

Lending 

bank’s 

ARC’S con¬ 
tribution 

IDA 

assistance 


bution 
Amt. % 
to 

total 

Amt. % 
to 

total 

Amt. % 
to 
total 


(Amt.) 

Amt. % 
to 

total 

(Amt.) - 

Minor irrigation 

Land development 

. 4300 

537 12 

3763 

88% 

376 9 

3387 79 

2395 55 

for well irrigation 

180 

22 12 

158 

88% 

40 22 

118 66 

100 55 

Equipment for well 
drilling 

42 

- - 

42 

100% 


42 100 

— 


4522 

559 12 

3963 

416 10 

3547 78 

2495 55 


JV.B.— The financing of well equipment would be outside the lending programme to be 
implemented through the lending banks. 








424 


REPORT ON LAND BANKS IN MADHYA PRADESH 


(ii) Coverage by Project 

The project will cover 6 river basins and 35 districts. 

(iii) Physical Programme 

The physical programme approved by IDA covers the following: 


Item 

Number 

(a) Construction of dugwelis 
(4) Improvement of existing wells 

(c) Electric pumpsets 

(d) Diesel pumpsets 
(«) Persian wheels 

(/) Land development for well irrigation 

25,000 
15,000 
27,800 
12,500 
2,700 
Approximately 
30,000 hectare* 

(iv) Duration of the Project: 30-9-73 

(v) Participating Institutions 

to 30-6-76. 

The state land development bank, with its affiliated primary banks 
and 9 commercial banks will participate in the lending programmes in 
accordance with the banking plan worked out under the Project. The 
respective shares of the co-operative and the commercial banks will be 
as under :. 


Rs. Lakhs 

Land development banks 

Commercial banks 

3052.95 

2992.73 


Total lendings 6045.68 

(vi) Interest Rate 


The interest rates to be charged at the various levels will be as 
under: 

Not less than the 
percentage per annum 

ARC to participating banks 

SLDB to PLDBs 

Banks to borrowers 

6J 

7* 

9 


A once-and-for-all evaluation fee of / 2 % of the cost of Project will also 
be charged. 

(vii) Borrowerf Contribution 

Borrowers’ contribution on the cost of project investment will be 
as given in Table 21. 






ROLE OF LAND DEVELOPMENT BANKS 


425 


TABLE 21 

Contribution by Borrowers—Rate 


Borrowers of 


Item 


primary participating 
banks commercial banks 


(a) Normal 


(i) Dugwells and land development 

15% 

20% 

(ii) Pumpsets and persian wheels 

5% 

10% 

(iii) Share capital 

5% 

(of total loans) 

Nil 

Tubewells 

(i) Dugwells and land development 

5% 

10% 

(ii) Pumpsets and persian wheels 

5% 

10% 

(iii) Share capital 

5% 


(of total loans) 

NU 


The down payment by the borrower may include the money value of 
the beneficiaries’ own labour (self and family) and contribution for 
completion of the project investment. No down payment is necessary in 
the case of loan for electricity deposit (Rs 3,000). 

(viii) Loan Maturities 

The repayment period for loans, which shall not exceed the life of 
the asset financed, will be as given in Table 22. 

TABLE 22 

Period or Loans Under Project 

Investment For borrowers other than For small fanners 

small fanners 


(a) Dugwells 


(4) Dugwell improvement 

(i c ) Land improvement on dug¬ 
well project as part of the 
composite loan 

(</) New dugwells powered by 
persian wheels 

(«) Electric and diesel pumpsets, 
including electricity conne¬ 
xion deposit 

(/) Persian wheels where installed 
on new dugwells 

( g ) Land development loans 


9 years (no grace period) 


15 years, including 
two years of grace, 
in which interest 
only shall be paid. 

Same as for others. 


9 years (with two years of Same as for others, 
grace in which interest only 
shall be payable) 

7 years (no grace period) 7 years 


7 years, including 2 years of 
grace, in which interest only 
shall be payable. 

10 years (no grace period) 


Same as for others. 
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(ix) Technical Criteria and Technical Clearance 

The IDA agreement stipulates certain technical criteria in regard 
to minor irrigation investments, to ensure scientific exploitation and 
efficient utilization of groundwater resources and maximum benefits 
from the proposed investments. Similarly, the minor irrigation loans will 
be sanctioned in any area only to the extent approved by the Directorate 
of Tubewells and Groundwater Surveys (DTGS). This will ensure 
adequate spacing between wells, etc. 

(x) Financial Appraisal of Farm Investments 

The appraisal methodology accepted under the IDA Project 
envisages that all investments should be evaluated in terms of the incre¬ 
mental income. 

(xi) Recovery 

It is assumed under the IDA agreement that at the primary bank 
level at least 75 per cent recovery would be achieved as at the end of 
each year. Under the agreement, the Agricultural Refinance Corpora¬ 
tion, after consultation with the Association, should withhold refinancing 
under the Project any primary bank which fails to achieve a recovery 
rate of 75 per cent in respect of all demand (principal and interest) 
falling due during the year ending June each year. 

State Government's Responsibilities 

(xii) The state government has undertaken to ensure that all steps 
needed to support the implementation of policies and procedures set out 
in the Project Agreement will be taken. It will ensure that well 
drilling equipment (including spare parts) is provided for proper 
implementation of the Project. It has also to conduct a survey of agri¬ 
cultural marketing and storage requirements with assistance from the 
Corporation. It will further take all such steps as may be necessary on its 
part to implement the banking plan. In order to strengthen the DTGS, 
the Project provides for assignment of 5 hydrogeologists from CGWB to 
DTGS. 

(xiii) In short, the Project is expected to expand long-term credit to a 
phenomenal extent and result in a planned development of the credit 
structure in the state. It is expected that the normal loans, which 
accounted for over 70 per cent of the total loans issued by the state land 
development bank in 1971-2 will be on a decline giving place to project 
finance. 
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Future Business Prospects 

91. As stated at the beginning of this Section, Madhya Pradesh offers 
great potential for major and minor irrigation programmes. Even 
assuming that 22 per cent of the estimate in respect of the area to be 
irrigated is achieved during the Fifth Five Year Plan, there will be 
much scope for future development. The new surface and tubewells to 
be constructed during the next 5 years will have to be energized and 
more credit provided for such purposes as levelling, land shaping and 
embankment, laying pipelines, fencing and so on. At the same time, the 
wells already dug will need deepening, repairs and renovation after some 
years and the bank’s loans for this purpose will gradually increase. The 
oil engines, electric pumpsets supplied/to be supplied will call for re¬ 
placement. Secondly, the major and the medium irrigation projects 
completed or under implementation (e.g., Chambal, Tawa, Bama, 
Namasagar, Mahanadi, Hasdeo, etc.) are expected to generate larger 
demand for loans for levelling and bunding field channels etc. Thirdly, 
the execution of minor irrigation schemes on a major scale, as is now 
programmed, and the resultant increase in production (agricultural 
as also from ancillary activities like dairying, poultry keeping, etc.) is 
expected to generate huge demand for finance for the building up of 
infrastructure in the form of market yards, arrangement for transport 
(trucks, tractors, trailers, etc.), construction of godowns, establishment 
of processing units, rural workshops and so on. The land development 
banks may have to finance some of these activities. In any case, we do 
not visualize a situation during next 15-20 years in which there will be 
shrinkage of demand for long-term credit from land development banks. 
On the other hand, their business is bound to increase progressively in 
the years to come. 

Reorganization of Land Development Banks 
Structural Reorganization 

92. As discussed earlier, the structure of land development banking 
at the apex level is found to be satisfactory and we do not consider 
it necessary to have any reforms at this stage. In regard to the 
primary land development banks, we have examined the merits and 
demerits of federal and unitary type of structures for land development 
banking in the light of the conditions prevailing in the state. The Team 
feels that restructuring is not called for and that the problem in Madhya 
Pradesh is one of strengthening weak primary land development banks 
so as to evolve viable institutions at the district level. 
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Viability of Primary Banks 

93. As on 31-3-73, the total loans outstanding in the primary banks 
were Rs 3,105.98 lakhs and average loan per bank works out to Rs 72 
lakhs. On the basis of the outstandings as on 30-6-72 and 31-3-73, the 
banks may be classified as under : 


Loans Outstanding 

30-6-72 

31-3-73 

Less than Rs 50 lakhs 

20 

17 

Between Rs 50 lakhs and Rs 75 lakhs 

11 

10 

Between Rs 75 lakhs and Rs 100 lakhs 

2 

6 

Above Rs 100 lakhs 

10 

10 


43 

43 


The Study Team on Viability of Primary Land Development Banks in 
Madhya Pradesh constituted by the Reserve Bank in 1971 had, on 
certain assumptions, classified 13 banks as viable, 8 banks as potentially 
viable and 22 banks as non-viable. We have also examined the working 
of the primary banks in the state with a view to identifying the viable 
and potentially viable banks. For this purpose, we have examined the 
cost-income structure in a few representative banks in the state and, 
on the basis of the staffing pattern recommended, we have worked out 
the annual income and expenditure per bank, on an average, adequate 
provision being made for reserves and dividend, etc. 

94. The average establishment expenditure for a representative bank, 
i.e., having loan business of Rs 100 lakhs or less, works out to Rs 1.87 
lakhs per annum and including dividend and contribution to reserves, 
the total income needed during the year may be about Rs 2.41 lakhs. 
After deducting the dividend expected to be earned on shareholding in 
the state land development bank, net income required to be earned by 
way of interest on loans comes to Rs 2.25 lakhs. Presuming that about 
85 per cent of the interest receivable is recovered, the total income needed 
to cover the above expenditure will be Rs 2.53 lakhs. The minimum 
margin necessary for a primary bank is 2 per cent and at this rate, the 
average loan business needed to earn income of Rs 2.53 lakhs, i.e., to 
reach viable status, works to about Rs 125 lakhs or say, around Rs 120 
lakhs. In case a bank’s business exceeds this amount, resulting in higher 
establishment expenses, etc., or, if the business goes up in the following 
years, it is expected that the additional expenditure will be matched 
by the corresponding increase in income. 
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95. On the basis of the above criteria an attempt has been made in 
Statement 10 to project the level of lendings of the primary land 
development banks as on 30-6-73, 30-6-74, 30-6-75 and 30-6-76 and 
to identify the viable and the potentially viable banks. The exercise 
shows that, as on 30-6-73, 9 primary banks were viable, and 16 banks 
are likely to reach viable status by June 1976; the remaining 18 banks, 
it is considered, bear no hope of reaching viability, as shown in Table 23. 

TABLE 23 

Classification of Primary Banks according to Viability 

Bank Viable Potentially Non-viable 

viable 


1. Ambikapur .. .. .. — — Yes 

2. Balaghat .. .. .. — — Yes 

3. Betul . — — Yes 

4. Bhind .. — Yes — 

5. Bhopal . . Yes — — 

6. Bilaspur .. .. .. • . — Yes — 

7. Chhatarpur .. .. . . . . — — Yes 

8. Chhindwara .. .. Yes — — 

9. Damoh .. .. . . — — Yes 

10. Datia .. .. . . — — Yes 

11. Dewas .. .. .. Yes — — 

12. Dhar . — Yes — 

13. Durg .. .. .. .. — — Yes 

14. Guna .. .. ., — Yes — 

15. Gwalior . — Yes — 

16. Hoshangabad .. — Yes — 

17. Indore .. .. .. .. Yes — — 

18. Jabalpur. — Yes — 

19. Jagdalpur .. .. — — Yes 

20. Jhabua .. .. .. .. — — Yes 

21. Khandwa .. .. .. .. — — Yes 

22. Barwani .. .. .. .. — Yes — 

23. Mandla .. .. .. .. — — Yes 

24. Mandsaur .. .. .. -— Yes — 

25. Morena .. .. .. .. — Yes — 

26. Narsinghpur .. .. . . — Yes — 

27. Panna .. .. .. .. — — Yes 

28. Raigarh . — — Yes 

29. Raipur . Yes — — 

30. Raisen . . .. .. .. Yes — — 

31. Rajgarh .. . . . . — — Yes 

32. Ratiam .. Yes — — 

33. Rewa .. . . . . .. — — Yes 

34. Sagar Yes — — 

35. Satna .. . . .. .. — Yes — 

36. Seoni .. .. .. .. — Yes — 

37. Shahdol . — — Yes 

38. Shajapur — Yes — 

39. Shivpuri .. .. .. .. — Yes — 

40. Sidhi . . . . . . — — Yes 

41. Tikamgarh .. .. .. — Yes — 

42. Ujjain . Yes — — 

43. Vidisha .. — — Yes 


9 


16 


18 


43 
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Assumptions 

96. The following assumptions have t?een made for the above 
exercise : 

(i) Actual loans outstanding as on 30-6-72 have been taken as 
the basis, and increase of 10 per cent per annum has been 
assumed in respect of the normal loans during the next 

4 years. In regard to loans under schemes sanctioned by the 
Agricultural Refinance Corporation, an increase of 80 per cent 
has been provided for schemes already sanctioned and under 
implementation. In respect of schemes pending consideration 
with the Agricultural Refinance Corporation/state govern¬ 
ment, it has been assumed that they will be sanctioned during 
the year 1973-4 and that they will be spread over a period of 

5 years uniformly. Therefore, the outlay involved in the 
scheme has been divided by 5 (years) to arrive at the 
expected annual lendings and 60 per cent of it has been 
estimated as the expected increase (achievement) during the 
year. 

The percentage increase, as worked out for normal and 
special loans, during each of the years up to 1975-6, has been 
added to the outstandings as on 30 June and the expected 
level of outstandings as at the end of June 1973, 1974, 1975 
and 1976 arrived at. 

(ii) The decrease in loans outstanding as a result of recovery 
during the above years has been ignored, considering that : 

(a) the lower level of loaning has been assumed, 

(b) the level of outstandings as on 30-6-72 in most of the 
banks was quite low, and 

(c) the amount of recoveries is not expected to be large, as 
the loans are repayable over a period of 8 to 10 years 
or more. 

(iii) The increase in loans on account of IDA Project has not 
been separately estimated, because (a) the schemes already 
under consideration are expected to be brought under the 
Project and these have been provided for, and (b) provision 
at the rate of 10 per cent per annum has been made for normal 
loans which are bound to decline and be replaced by special 
loans as a result of the Project. 

Programme of Rehabilitation 

97. In the context of larger requirements of long-term investment 
credit for agriculture during the Fifth Plan period, the Agricultural 
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Credit Department of the Reserve Bank has, on the basis of overdues 
as on 30-6-71, classified some banks as ‘weak’. The banks are those 
the overdues of which exceeded 50 per cent of the demand for 1970-71. 
Among these banks, such of those which had reached a loan business of 
Rs 30 lakhs or those which had reached a loan business of Rs 20 lakhs 
and had prospect of reaching the level of Rs 30 lakhs or more over a 
period of 3 years to 5 years, were to be brought under rehabilitation 
on a priority basis. These banks are: (1) Jhabua, (2) Mandsaur, 
(3) Rajgarh, (4) Ujjain and (5) Vindhya. For this purpose, the Agri¬ 
cultural Credit Department has issued detailed guidelines to the state 
land development bank in terms of its circular dated 26 April 1973. The 
programme envisages the following : 

(i) Action for recovery of overdues 

(ii) Rationalization of loan policies and procedures 

(iii) Resources mobilization 

(iv) Management of resources 

(v) Managerial competence. 

The state land development bank is to prepare rehabilitation programme 
for the primary land development banks and to review the implementa¬ 
tion. The Team, however, feels that instead of confining the programme 
to a few banks on the basis of overdues, etc., all the banks which are 
not considered as potentially viable may be covered under rehabilitation. 
The progress made in the implementation of the programme may be 
reviewed by the state land development bank on a monthly or 
quarterly basis. 

Margin 

98. Viability of primary banks is closely linked with their profitability. 
Statement 11 shows the net profit/loss in the primary banks during the 
last 4 years. On this basis, the banks may be classified as in Table 24. 

TABLE 24 


Glassification of Primary Banks according to Profit/Loss 


Net profit/loss 

1970-71 

1971-2 

Loss/No profit, no loss 

Profit 

Less than Rs 0.25 lakh 

6 

9 

18 

13 

Between Rs 0.25 lakh to Rs 0.50 lakh 

10 

5 

Between Rs 0.50 lakh to Rs 0.75 lakh 

4 

7 

Above Rs 0.75 lakh 

5 

9 


43 

43 
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99. It may be noted that the figures of net profit appearing in the 
balance sheet of the primary land development banks in Madhya 
Pradesh is not real in view of the practice of taking overdue interest 
to the profit and loss account without creating a corresponding provision. 
If the overdue interest was provided for, most of the banks in the state 
would have shown loss in their balance sheets. 

100. One of the causes of loss or meagre profit is inadequate margin. 
As on 31-3-73, the lending rate of the primary banks was 9 per cent 
as against their borrowing rate of 7 leaving a margin of l l / 2 per 
cent. From July 1973, the lending rate was raised to 9 l / 2 per cent and 
the banks were allowed to retain a margin of 2 per cent. Even this, it 
is felt, will be inadequate in view of the rising establishment costs, 
additional staff to be appointed and so on. It may be stated in this 
connexion that the margin available to the primary agricultural credit 
societies in the state on short and medium-term loans is 3 per cent. 
Therefore, further increase in margin to the primary land development 
banks is justified. 

101. The question of effecting a small rise in the rate of interest to 
the ultimate borrower was discussed by the Team with the primary 
banks visited. The general view was not against the banks charging a 
slightly higher rate in view of the fact that the commercial banks were 
charging more than 9 l / 2 per cent per annum on term loans for agri¬ 
cultural purposes. The Team, therefore, feels that in view of the rising 
establishment costs, etc., the margin may be raised to at least 2 I / 2 per 
cent per annum by raising the rate for the ultimate borrowers beyond 
9'/ 2 per cent. For this purpose, the system of differential rates of interest 
may also be adopted, so that bigger cultivators, i.e., those owning lands 
of 10 acres or more, cultivators who are owning a well already and 
have applied for loan for second well, as also those who have been 
granted loan for the purchase of tractor, are made to pay something 
more, say, / 2 per cent more than the normal rate. 

Staff—State Land Development Bank 

102. The managing director of the bank, who is on deputation from 
the Co-operation Department, is the chief executive officer of the bank. 
There is also a manager, a development officer, an officer on special 
duty (recovery), 4 deputy managers and 9 assistant managers. 

103. A separate section known as the development section has been 
created to attend to the special schemes of agricultural development 
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sanctioned by ARC and those sponsored by SFDA. This section is 
further sub-divided into technical branches. 

104. The staffing pattern in the bank and the allocation of duties is 
found to be satisfactory. The present staff is adequate not only to meet 
the existing needs, but also to take care of the expected increase in 
business, consequent on the implementation of the agricultural credit 
project. The bank has accepted the recommendation of the Reserve 
Bank and the Agricultural Refinance Corporation for recruitment of 
management trainees. However, it is found that the present scales of 
pay of the bank’s senior officers are not very attractive, as compared 
to the emoluments drawn by the officers of the commercial banks. It 
will, therefore, be necessary for the bank to review the scales of pay, 
so that it is able to attract qualified persons as management trainees 
to the bank’s cadre and to retain them. 

Managerial Cadre 

105. To provide the primary land development banks with the services 
of qualified and trained officers the bank has set up a common cadre 
of officers. Their service conditions are laid down in the service rules 
adopted by the bank. The present strength of the cadre officers is 31 
managers and 46 assistant managers. The salary and other expenditure 
on the officers is met by the primary land development banks to which 
they are posted. 

Field Staff 

106. The bank has 258 land valuation officers for appraisal of loan 
applications, etc. They have been attached to the various primary land 
development banks as per their requirements. These officers have also 
to attend to verification of final utilization of loans and to work as 
recovery officers under section 18 of the Land Development Bank Act. 
The salary and other expenditure of the valuers is met by the state 
co-operative land development bank, which is partly recouped out of 
the valuation fees collected from the applicants. It has been recommended 
earlier that the valuers may be permitted by the Registrar to act as 
distrainers under section 14 of the Land Development Bank Act. 

Staff—Primary Land Development Banks 

107. In the banks visited by the Team, it was found that : 

(i) there was no uniformity in the designation of officers and in 
the staffing pattern—both at the head office and the branches; 
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(ii) while in Bhopal bank a development officer had been appointed 
to look after MFAL cases, such a post had not been created 
in Durg (MFAL) and Chhindwara (SFDA) banks; 

(iii) in 3 banks, viz., Durg, Jhabua and Shivpuri, branch 
managers were of the rank of supervisors and 

(iv) there was no uniformity in the administrative arrangement 
and division of work in the banks. 

We recommend that the appointment of officers and staff may be 
done in relation to the business turnover, existing and anticipated, the 
number of branches opened, the special schemes financed by the bank 
and so on. The minimum complement of office staff may be as under : 


HEAD OFFICE 



Banks with loans outstanding 

Less than Rs 1 crore 

Between Rs 1 crore and 

Rs 2 crores 

Above Rs 2 crores 

Manager 

Manager 

General Manager 

Assistant Manager 

Assistant Managers (2) 

Manager 

Technical Supervisor 

Technical Supervisor 

Technical Supervisor 

Accountant 

Accountant 

Accountant/Assistant Managers 
(2 or 3) 

Clerical Staff 

Assistant Accountant 

Assistant Accountants (2) 

Cashier 

Clerical Staff 

Clerical Staff 

Valuers 

Cashier 

Cashier 

Supervisors 

Valuers 

Valuers 

Supervisors 

Supervisors 


BRANCH 


Branch with loans outstanding 


Up to Rs 23 lakhs 

Between Rs 25 lakhs 
to Rs 50 lakhs 

Between Rs 50 lakhs 
to Rs 75 lakhs 

Above Rs 75 lakhs 

Branch Manager 

Branch Manager 

Branch Manager 

Branch Manager 

Valuers 

Valuers 

Assistant Accountant 

Assistant Accountant 

Supervisors 

Supervisors 

Supervisors 

Valuers 

Clerks 

Clerks (3) 

Valuers 

Clerks (4) 

Supervisors 

Clerks (5 or more) 
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Field Staff 

108. As on 31-3-73, the average charge per supervisor and valuer in 
the banks visited by the Team was as under : 


Bank 


Bhopal 

Chhmdwara 

Durg 

Jhabua 

Raipur 

Shivpuri .. 



Number of 


Average charge per 

Indebted Supervisors 

members 

(31-3-73) 

Valuers 

Supervisor 

Valuer 

5,000 

28 

10 

179 

500 

6,056 

25 

14 

258 

433 

1,260 

12 

5 

252 

252 

1,226 

6 

3 

204 

409 

4,914 

7 

8 

702 

612 

3,836 

5 

5 

767 

767 


The norms recommended by the Viability Study Team in this regard 
is 250 new and 400/600 old cases per supervisor. Considering the size 
of some of the districts, backwardness of the area, scattered nature of 
the holdings, the need to establish close contact with the borrowers and 
the various duties allotted to the field staff, we feel that average charge 
per supervisor and valuer may be as under: 

Supervisor : 350 cases (250 old and 100 new). 

Valuer : One valuer for new loan business of Rs 7 to 8 lakhs or 
about 150 new cases. 

The Team feels that the staffing position in the primary banks 
may be reviewed in the light of the norms recommended and arrange¬ 
ment made for appointing additional staff wherever necessary. 

Assistance from the Government 

109. It has been recommended at the appropriate places in the 
previous paragraphs that certain types of assistance may be provided by 
the state government for improving the working and financial position 
of the state and the primary land development banks and for ensuring 
larger flow of long-term credit through them. We have further to make 
the following suggestions : 

(i) Guarantee Fund 

110. Section 8 of the Madhya Pradesh Land Development Bank Act 
provides for the constitution of a guarantee fund by the state govern¬ 
ment for meeting losses that might arise on account of loans advanced 
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by the land development banks on the security of mortgages not being 
fully recovered due to the following circumstances : 

(a) That the loans have been advanced on the title to immovable 
properties which have subsequently been found to be defective. 

(b) That the full recovery is not possible on account of floods, 
famine, failure of crops or any other natural calamity. 

To this fund, the state and the primary land development banks are 
to contribute at the rate of 2 per cent and 1 per cent respectively of 
their net profits. The state land development bank has so far made a 
provision of Rs 1.28 lakhs for this fund out of its net profits. It is 
recommended that the fund may be constituted early at the govern¬ 
ment level. 

(ii) Subsidy for Failed Wells 

111. The state government have sanctioned a scheme for subsidizing 
the failed wells only in respect of small farmers. They may consider 
providing subsidy to all farmers, irrespective of their landholding, if 
their wells do not strike water or, if water is found it is *not sufficient 
for irrigation. 

(iii) Managerial Subsidy 

112. As stated earlier, the state land development bank has created 
a cadre of managers and assistant managers, without any assistance 
from the state government. Recently, it has submitted proposals to 
them for sanction of subsidy of Rs 2.64 lakhs for 55 assistant managers 
who have been recruited recently and are on training. The state 
government may consider the request of the bank for subsidy sympa¬ 
thetically. 

113. The state government have also sanctioned subsidy to the state 
land development bank for the appointment of valuers on a tapering 
scale for a period of 3 years. However, no such assistance is made 
available in respect of special staff recruited and to be recruited for the 
technical cell under the agricultural credit project. Appointment of 
more staff is expected to impose a great burden on the resources of the 
bank in the initial years and, therefore, it is recommended that the state 
government may subsidize the bank in this regard. 

(iv) Subsidy for Commitment Charges 

114. The bank is required to pay commitment charges to the Agricul¬ 
tural Refinance Corporation at the rate of 1/3 per cent of the amount 
undrawn during the year. Thus, during 1970-71 it had to pay commit- 
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ment charges amounting to Rs 0.22 lakh and the amount payable for 
1971-2 is Rs 0.58 lakh in respect of tubewell schemes. The bank is not 
directly involved in the sinking of tubewells. The work is done through the 
Directorate of Tubewells which constructs the wells and energizes 
them with the help of the M.P. Electricity Board. The wells are handed 
over to the cultivators after the work is completed and the bill of cost 
is submitted to the bank. As a result of delay in implementation of 
tubewell scheme, the bank is required to pay commitment charges to 
the Agricultural Refinance Corporation even though the delay was on 
the part of government departments. The state government may, 
therefore, consider subsidizing the bank to the extent of such charges 
paid and payable to the Agricultural Refinance Corporation. 

Co-ordination with the Government and Other Connected Agencies 

115. To co-ordinate the activities of the land development banks and 
other agencies engaged in and/or connected with provision of long-term 
credit in the state, the government have constituted two co-ordination 
committees at the state level, one for implementing the special develop¬ 
ment schemes of the Agricultural Refinance Corporation and the other 
for agricultural finance provided by the commercial banks. The Agri¬ 
cultural Production Commissioner is the chairman of these committees. 
Such committees have also been constituted at the district level under 
the chairmanship of the Collector. These committees meet periodically 
to review the progress in implementation of the schemes and to discuss 
the bottlenecks and problems faced by the various agencies. 

Co-ordination between the Land Development Banks and 
other Co-operative Institutions 

116. The nature of co-ordination that exists between the land develop¬ 
ment banks and the state and the central co-operative banks at present 
is indicated below : 

(i) The state land development bank obtains the interim accom¬ 
modation partly from the M.P. State Co-operative Bank. 

(ii) The primary land development banks are sanctioned overdraft 
limits by the state land development bank with the local 
central co-operative bank under an arrangement existing 
between the two apex institutions. 

(iii) Loans are disbursed to the members by the primary land 
development banks issuing cheques on the local branch of the 
central co-operative bank. 

(iv) The chairman of the state co-operative bank is an ex-officio 
director of the bank and vice versa. 
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However, in regard to financing there is some overlapping. It is 
felt that there is need for greater co-ordination between the central 
co-operative bank and the land development bank. While the former 
might grant medium-term loans to bigger cultivators who can repay 
their loans in 3-5 years, the latter may concentrate more on the 
financing of small cultivators as also those requiring to make larger 
investment, e.g., tractor, tubewell, etc. and whose needs cannot be met 
by the land development bank. 

117. In regard to co-ordination with the marketing societies, in terms 
of the Registrar’s circular dated 18 November 1972, it is laid down 
that oil engines and pumpsets to be purchased with loan from the land 
development bank (as also from the central co-operative bank) should 
be obtained from the state co-operative marketing federation through 
the local marketing society. The district marketing officer of the 
federation has to issue certificate of non-availability in case he is not 
in a position to supply the oil engine/pumpset of particular make 
within 20 days. Then only can the member approach the dealer. In 
view of this provision, it is necessary to establish larger co-ordination 
between the land development banks and the marketing society. We 
have, therefore, recommended earlier that the board of directors of the 
state land development bank may include a representative of the federa¬ 
tion and vice versa. It is further recommended that monthly meetings may 
be held of the district marketing officer, managers of the land develop¬ 
ment bank and the central co-operative bank, Deputy Director of 
Agriculture and the Assistant Registrar to sort out the problems 
connected with the supply of agricultural machinery to the members. 

118. The Team also discussed with the primary land development 
banks the question of utilizing the services of primary agricultural credit 
societies for disbursement of long-term loans, either on agency basis or 
on their own. The suggestion, however, did not find favour with them; 
it was also not found to be practicable. The reasons commonly adduced 
against the proposal were as under : 

(i) The service societies which are financially weak with low 
coverage, heavy overdues, etc., cannot attend to their own 
functions effectively. They will, therefore, not be able to take 
up disbursement of long-term credit. 

(ii) Several societies are managed by part-time manager (samiti 
sevak). Where there is a full-time manager, he has to attend 
wholly to such items as preparation of credit limit statements, 
disbursement of short-term and medium-term credit, distri¬ 
bution of fertilizers, collection of produce under the scheme 
of linking of credit and marketing, etc. He may not be able 
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to attend to the provision of long-term credit as he is fully 
busy during the period April-June. 

(iii) The samiti sevaks are employees of and are paid by the central 
co-operative bank and it is apprehended that they may not 
give due priority to the recovery of loans of the land develop¬ 
ment bank in the absence of any control of the latter. 

In view of what is stated above, the Team does not consider that 
channelling of long-term credit through the service societies is a sound 
proposition. The disbursement can be facilitated by streamlining the 
working of the primary banks themselves. 

Training 

119. The officers of the state and the primary land development banks 
belonging to senior category are deputed for training to the Vaikunth 
Mehta National Institute, Poona and the Co-operative Bankers’ Training 
College, Poona. Intermediate level personnel are sent for training in 
land development banking diploma course at the Co-operative Training 
College at Vallabh Vidyanagar and Lucknow, run by the Committee 
for Co-operative Training of the National Co-operative Union of India. 
During the year 1972-3, one officer was deputed for training to the 
Vaikunth Mehta National Institute, 49 officers to the Co-operative 
Bankers’ Training College, Poona, 41 officers at the Co-operative 
Training College, Anand and 41 officers at the Co-operative Training 
College, Lucknow. A special course was also arranged at Lucknow for 
imparting training to 26 accountants of primary land development 
banks. 

120. The bank has also established a training cell for the benefit of 
personnel of the land development banks. This cell commenced working 
in November 1972 and has so far organized 2 induction courses, one 
of 7 weeks duration for the valuers of the state land development bank 
and other of 12 weeks duration for the assistant managers of the 
primary land development banks. It has also conducted 2 other courses, 
one for supervisors of the primary, land development banks (duration 
7 days) and the other (duration 5 weeks) for the clerical staff of the 
bank. So far, 63 employees belonging to the various categories were 
provided with training facilities at the training cell. The bank has a 
proposal to organize 32 such courses each of 3 to 4 days duration on 
the provision of finance under IDA Project, recovery work, deposit 
mobilization and secretarial practice for the year 1973-4. The existing 
arrangements at the various training colleges and the bank’s cell are 
found to be adequate to meet the present and future requirements of 
the state and the primary land development banks. 



440 


REPORT ON LAND BANKS IN MADHYA PRADESH 



Total.. 12.52 100.0 183.64 100.0 332.22 100.0 527.21 100.0 815.11 100.0 
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STATEMENT 3 

Statement of Demand, Recoveries and Overdoes at Apex Level as on 30-6-73 


Rs Lakhs 


Sr. Name of the bank 

No. 


Demand 

Recovery 

Overdues 

Percentage 
of Recovery 
to Demand 

1. Jabalpur 




8.51 

8.51 

_ 

100 

2. Narsinghpur 




14.32 

12.67 

1.65 

88 

3. Balaghat 




6.61 

2.80 

3.81 

42 

4. Seoni .. 




4.62 

3.28 

1.34 

71 

5. Chhindwara 




20.98 

20.29 

0.69 

97 

6. Mandla 




4.33 

0.84 

3.49 

19 

7. Damoh 




4.55 

4.55 

— 

100 

8. Sagar .. 




27.38 

18.33 

9.05 

67 

9. Raipur 




17.15 

15.38 

1.77 

90 

10. Durg .. 



. . 

5.25 

3.46 

1.79 

66 

11. Tagdalpur 




3.93 

1.20 

2.73 

31 

12. Bilaspur 




16.43 

11.35 

5.08 

69 

13. Raigarh 




2.78 

2.11 

0.67 

76 

14. Ambikapur 




3.27 

3.27 

— 

100 

15. Bhopal .. 




39.02 

24.88 

14.14 

63 

16. Raisen 


, . 


21.51 

18.25 

3.26 

84 

17. Hoshangabad 




9.36 

9.36 

— 

100 

18. Bctul .. 

. . 



5.54 

5.54 

— 

100 

19. Vidisha.. 




15.50 

15.50 

— 

100 

20. Rajgarh 




12.67 

9.22 

3.45 

73 

21. Shajapur 




9.81 

7.42 

2.39 

76 

22. Indore 




22.06 

22.06 

— 

100 

23. Khandwa 




13.40 

11.45 

1.95 

85 

24. Khargone 




19.62 

15.69 

3.93 

80 

25. Dhar .. 




22.56 

15.98 

6.58 

71 

26. Jhabua 




8.81 

5.19 

3.62 

59 

27. Dewas . . 




24.78 

19.39 

5.39 

78 

28. Ujjain .. 




20.35 

19.63 

0.72 

96 

29. Mandsaur 




24.64 

22.88 

1.76 

93 

30. Ratlam 




24.56 

24.56 

— 

100 

31. Rewa 




18.68 

5.95 

12.73 

32 

32. Sidhi .. 




3.53 

1.95 

1.58 

56 

33. Satna 




16.04 

13.10 

2.94 

81 

34. Shahdol 




4.16 

3.06 

1.10 

74 

35. Panna .. 




7.30 

5.41 

1.89 

74 

36. Chhatarpur 




12.48 

11.63 

0.85 

93 

37. Tikamgarh 




15.71 

9.13 

6.58 

58 

38. Gwalior 




9.39 

9.39 

— 

100 

39. Bhind .. 




13.49 

12.09 

1.40 

90 

40. Morena 




6.35 

6.29 

0.06 

99 

41. Shivpuri 




14.53 

14.51 

0.02 

100 

42. Guna .. 




5.98 

5.98 

— 

100 

43. Datia 




5.40 

5.07 

0.33 

94 



Total.. 

567.34 

458.60 

108.74 

81 
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STATEMENT 4 


Primary Land Development Banks—Coverage op Culttvatino Families 


Sr. Name of the bank 

No. 

Number of 

Cultivators Members 
in District 31-3-73 

Of whom 
borrowing 

Percentage 
of (4) to (3) 

I 2 


3 

4 

5 

6 

1. Ambikapur 


1,98,010 

950 

843 

0.5 

2. Balaghat 


1,30,963 

2,196 

2,103 

1.7 

3. Betul 


85,652 

2,448 

2,012 

2.8 

4. Bhind .. 


1,17,445 

2,430 

1,900 

2.0 

5. Bhopal . . 


3,21,040 

*4,926 

4,368* 

1.5 

6. Bilaspur 


5,03,026 

4,990 

4,849 

0.9 

7. Chhatarpur 


1,17,018 

2,630 

2,395 

2.2 

8. Chhindwara 


1,35,476 

6,174 

6,056 

4.1 

9. Damoh 


1,35,996 

7,775 

923 @ 

5.7 

10. Datia .. 


34,456 

1,417 

1,250 

4.1 

11. Dewas .. 


73,243 

5,371 

4,222 

7.3 

12. Dhar .. 


85,935 

2,467 

2,325 

2.9 

13. Durg 


3,87,478 

1,447 

1,260 

0.4 

14. Guna 


70,127 

2,203 

1,910@ 

3.1 

15. Gwalior 


95,434 

2,979 

2,413 

3.1 

16. Hoshangabad 


84,294 

2,272 

2,143 

2.7 

17. Indore 


42,223 

2,843 

2,804 

6.5 

18. Jabalpur 


1,98,430 

*1,477 

*1,400 

0.9 

19. Jagdalpur 


1,30,000 

6,579 

788 

5.1 

20. Jhabua 


68,754 

1,414 

1,226 

2.0 

21. Khandwa 


95,012 

2,243 

2,179 

2.3 

22. Khargone 


1,05,117 

2,565 

2,051* 

2.4 

23. Mandla 


1,16,500 

4,016 

690 

3.4 

24. Mandsaur 


1,64,059 

4,980 

4,396 

3.0 

25. Morena 


1,53,986 

2,291 

1,770 

1.4 

26. Narsinghpur 


75,457 

2,592 

2,464 

3.4 

27. Panna .. 


82,340 

1,300 

1,215 

1.5 

28. Kaigarh 


1,56,578 

1,339 

911 

0.1 

29. Raipur 


4,17,638 

4,961 

4,914 

1.2 

30. Raisen 


62,750 

2,283@ 

1,840@ 

3.6 

31. Rajgarh 


1,06,954 

2,182 

1,814 

2.0 

32. Ratlam 


1,15,687 

5,591 

5,394 

4.8 

33. Rewa .. 


21,249 

1,703 

1,528 

8.0 

34. Sagar .. 


1,55,878 

4,126 

3,970 

2.6 

35. Satna 


1,30,438 

2,765* 

2,368* 

2.1 

36. Seoni 


1,20,600 

1,988 

1,879 

1.6 

37. Shahdol 


1,14,699 

976 

649 

0.8 

38. Shajapur 


88,485 

3,200 

2,487 

3.7 

39. Shivpuri 


1,06,778 

4,083 

3,836 

4.0 

40. Sidhi .. 


86,380 

754 

487 

0.9 

41. Tikamgarh 


1,35,994 

3,014@ 

2,881@ 

2.2 

42. Ujjain .. 


77,684 

2,845 

2,838 

3.7 

43. Vidisha. . 


79,694 

1,964 

1,783 

2.0 


Total. 

57,84,957 

1,28,749 

1,01,534 



• (30-6-1972) 
@ (31-12-1972) 
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STATEMENT 5 


Primary Land Development Banks — Loans Advanced 

Rs Lakhs 


Sr. Name of the bank 

No. 



Total loans advanced in 



1968-9 

1969-70 

1970-71 

1971-2 

1972-3 
(up to 
31.3.73) 

1. Ambikapur .. 



2.68 

10.69 

3.72 

4.58 

6.02 

2. Balaghat 



4.75 

11.07 

3.13 

7.26 

3.62 

3. Betul 



5.00 

6.10 

7.70 

10.87 

12.70 

4. Bhind 



9.40 

11.15 

6.68 

17.42 

19.70 

5. Bhopal 



30.10 

54.59 

32.70 

57.12 

14.91 

6. Bilaspur 



11.07 

10.91 

3.83 

19.10 

33.56 

7. Chhatarpur.. 



7.03 

10.09 

13.75 

13.26 

8.76 

8. Chhindwara.. 



15.57 

27.09 

28.74 

70.58 

55.03 

9. Damoh 



4.43 

5.08 

6.71 

6.14 

7.65 

10. Datia 



3.49 

3.56 

5.97 

5.95 

6.81 

11. Dewas 



22.00 

40.47 

36.18 

28.86 

41.75 

12. Dhar 



5.14 

4.86 

4.23 

4.88 

5.19 

13. Durg 



1.27 

4.52 

3.09 

9.18 

8.61 

14. Guna 



4.95 

11.49 

7.53 

11.29 

26.63 

15. Gwalior 



6.16 

8.22 

21.05 

25.79 

17.58 

16. Hoshangabad 



10.65 

9.54 

13.43 

24.35 

11.83 

17. Indore 



12.49 

16.30 

30.88 

34.06 

32.98 

18. Jabalpur 



7.47 

6.76 

4.08 

14.63 

15.54 

19. Jagdalpur .. 



1.47 

2.25 

1.79 

2.04 

2.39 

20. Jhabua 



1.02 

4.11 

3.03 

2.70 

2.55 

21. Khandwa .. 



4.80 

6.02 

4.34 

4.68 

7.40 

22. Khargone .. 



16.81 

12.92 

13.71 

17.67 

8.01 

23. Mandla 



5.46 

3.01 

1.03 

1.40 

1.56 

24. Mandsaur .. 



21.26 

33.51 

25.62 

8.05 

7.38 

25. Morena 



4.83 

11.63 

12.06 

12.93 

9.65 

26. Narsinghpur.. 



8.53 

8.77 

12.26 

24.22 

17.33 

27. Panna 



4.14 

3.31 

2.81 

2.64 

6.69 

28. Raigarh 



1.93 

4.39 

3.89 

6.21 

4.78 

29. Raipur 



10.30 

31.78 

56.77 

37.67 

19.41 

30. Raisen 



12.51 

20.96 

37.54 

37.00 

23.32 

31. Rajgarh 



10.39 

24.77 

5.25 

3.00 

2.97 

32. Ratlam 



17.28 

39.52 

22.08 

62.92 

37.12 

33. Rewa 



13.65 

15.80 

12.13 

12.67 

5.38 

34. Sagar 



16.54 

21.33 

26.04 

44.24 

34.35 

35. Satna 



9.72 

13.72 

15.54 

25.98 

18.46 

36. Seoni 



2.74 

6.95 

6.92 

10.73 

19.55 

37. Shahdol 



1.80 

3.23 

1.25 

0.76 

1.12 

38. Shajapur 



12.32 

10.16 

13.74 

15.94 

18.02 

39. Shivpuri 



37.33 

33.59 

17.60 

13.41 

8.37 

40. Sidhi 



1.45 

2.41 

2.38 

2.12 

1.41 

41. Tikamgarh . . 



16.28 

13.37 

21.51 

19.46 

16.17 

42. Ujjain 



19.31 

13.05 

22.21 

35.91 

35.92 

43. Vidisha 



11.33 

15.74 

13.94 

16.76 

7.53 


Total.. 

426.85 

608.79 

588.84 

786.43 

645.71 
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STATEMENT 6 

Primary Land Development Banks — Loans Outstanding 


Rs Lakhs 


Name of the bank 


Total loans outstanding as on 


1. Ambikapur 

2. Balaghat 

3. Beta! 

4. Bhind 

5. Bhopal 

6. Bilaspur 

7. Chhatarpur 

8. Chhindwara 

9. Damoh 

10. Datia 

11. Dewas 

12. Dhar 

13. Durg 

14. Guna 

15. Gwalior 

16. Hoshangabac 

17. Indore 

18. Jabalpur 
19- Jagdalpur 

20. Jhabua 

21. Khandwa 

22. Khargone 

23. Mandla 

24. Mandsaur 

25. Morena 

26. Narsinghpur 

27. Panna 

28. Raigarh 

29. Raipur 

30. Raisen 

31. Rajgarh 

32. Ratlam 

33. Rewa 

34. Sagar 

35. Satna 

36. Seoni 

37. Shahdol 

38. Shajapur 

39. Shivpuri 

40. Sidhi 

41. Tikamgarh . 

42. Ujjain 

43. Vidisha 


2.69 

26.14 

15.59 

27.95 

55.59 
56.81 
19.30 

30.76 
11.85 
15.97 
49.50 

63.76 

14.24 
12.27 

13.14 
26.78 

41.69 
29.40 

6.89 

11.72 

39.26 

51.59 
8.93 

59.25 

10.74 

36.60 

16.74 
5.46 

25.12 

22.63 

19.44 

58.70 
28.92 

40.70 
28.62 

7.56 

8.20 

28.34 

57.96 

5.95 

21.27 
52.03 
29.91 


12.59 

34.92 
19.89 
31.99 

106.94 

61.67 
28.27 

65.59 
15.84 

17.93 
77.06 
63.35 
17.06 

22.75 

20.33 
33.64 

54.33 
33.03 

8.67 
15.47 
40.23 

66.55 

10.56 

89.94 
20.84 
41.06 
19.02 
9.42 

46.53 
42.01 

43.10 

93.76 
43.46 
58.91 

39.54 
13.62 
11.08 

33.95 

88.35 

7.94 
32.09 

61.35 

42.10 


Total.. 1195.96 1696.73 


1 30.6.71 

30.6.71 

15.65 

18.25 

32.69 

36.38 

25.06 

33.22 

46.25 

59.00 

133.37 

170.31 

57.65 

61.99 

39.92 

48.56 

76.69 

135.26 

20.12 

24.65 

21.94 

24.69 

97.70 

118.59 

60.68 

57.46 

18.30 

24.20 

28.36 

37.18 

38.31 

60.67 

41.97 

61.96 

79.82 

107.17 

31.99 

41.33 

9.54 

10.98 

17.58 

18.39 

40.31 

39.43 

69.33 

78.83 

11.00 

11.32 

99.69 

97.21 

30.07 

41.97 

48.32 

63.13 

18.68 

20.46 

12.52 

17.53 

73.03 

107.23 

77.03 

107.72 

46.87 

46.19 

103.14 

158.27 

49.59 

58.91 

94.54 

120.35 

48.83 

71.02 

17.35 

26.71 

11.68 

11.23 

44.37 

54.86 

95.31 

102.31 

9.27 

10.66 

51.88 

67.90 

72.61 

103.57 

52.25 

62.22 

2071.26 

2629.27 


22.17 
38.91 
45.46 
69.00 

202.91 

79.63 

54.53 

187.90 

29.58 
27.51 

141.95 

1.35 

32.58 

57.58 

77.18 
72.99 

136.23 

55.83 

13.22 
20.07 

42.22 
81.98 
12.66 

97.75 
55.60 

70.76 

27.62 

22.62 
124.07 
130.47 
48.44 

192.50 

63.43 

143.81 

88.03 

44.26 

12.01 

71.88 

108.08 

11.78 

82.70 

138.27 

68.46 

3105.98 
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STATEMENT 7 

Statement Show in o Demand, Recovery and Overdues at Primary 
Bank Level for 1972-3 

Rs Lakhs 


Sr. 

No. 


Name of the bank 


Percentage 
of re¬ 
covery to 
demand 
for 

1971-2 


Demand 

for 

1972-3 


Recovery Overdues Percent- 
of age of 

1972-3 recovery to 

demand 
for 

1972-3 


1. Jabalpur 

2. Narsinghpur.. 

3. Balaghat 

4. Seom 

5. Chhindwara 

6. Mandla 

7. Damoh 

8. Sagar 

9. Raipur 

10. Durg 

11. Bilaspur 

12. Jagdalpur .. 

13. Raigarh 

14. Ambikapur 

15. Bhopal 

16. Raisen 

17. Hoshangabad 

18. Betul 

19. Vidisha 

20. Rajgarh 

21. Shajapur 

22. Indore 

23. Khandwa .. 

24. Khargone .. 

25. Dhar 

26. Jhabua 

27. Dewas 

28. Uijain 

29. Mandsaur .. 

30. Ratlam 

31. Rewa 

32. Sidhi 

33. Satna 

34. Shahdol 

35. Panna 

36. Chhatarpur 

37. Tikamgarh .. 

38. Gwalior 

39. Bhind 

40. Morena 

41. Shivpuri 

42. Guna 

43. Datia 


71 

13.39 

73 

17.52 

77 

6.75 

52 

5.02 

63 

21.95 

45 

2.05 

66 

6.65 

56 

26.50 

60 

20.00 

58 

5.90 

61 

19.07 

51 

4.12 

50 

2.88 

61 

4.10 

50 

37.32 

70 

23.27 

63 

14.80 

68 

3.42 

47 

20.96 

43 

15.08 

67 

10.75 

59 

29.87 

52 

15.81 

64 

19.90 

46 

24.58 

36 

8.38 

65 

27.20 

CO 

97 ^d 

Do 


60 

24.77 

66 

36.82 

51 

17.69 

52 

4.09 

60 

20.41 

40 

3.75 

38 

8.21 

66 

12.19 

52 

16.79 

77 

13.87 

73 

13.34 

82 

7.49 

84 

18.54 

69 

8.60 

56 

7.67 


11.22 

2.17 

14.90 

2.62 

3.13 

3.62 

3.41 

1.61 

13.28 

8.67 

1.05 

1.00 

4.50 

2.15 

19.90 

6.60 

15.14 

4.86 

3.35 

2.55 

12.88 

6.19 

2.07 

2.05 

2.32 

0.56 

3.29 

0.81 

18.48 

18.84 

17.47 

5.80 

8.30 

6.50 

2.02 

1.40 

10.41 

10.55 

5.64 

9.44 

7.67 

3.08 

14.93 

14.94 

8.17 

7.64 

10.53 

9.37 

7.94 

16.64 

2.64 

5.74 

16.81 

10.39 

16.42 

10.92 

15.11 

9.66 

24.23 

12.59 

9.92 

7.77 

2.48 

1.61 

12.74 

7.67 

2.13 

1.62 

4.93 

3.28 

8.17 

4.02 

7.29 

9.50 

10.40 

3.47 

11.08 

2.26 

6.10 

1.39 

15.33 

3.21 

6.37 

2.23 

5.92 

1.75 


84 

85 
46 
68 
61 

51 
68 

75 

76 
57 

65 
50 
80 
80 

49 
75 
56 
60 

50 
37 
70 
50 

52 

53 
33 
31 
62 
60 
61 

66 
56 
61 
62 
56 
60 
65 
43 
75 
83 
81 
83 
74 

77 


Total.. 


648.81 400.07 248.74 


62 
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STATEMENT 8 



Irrigated Area 

vis-a-vis Net Area Sown 


Sr. 

No. 

District/di vision 

Net area 
sown 

Net irri¬ 
gated area 

Percentage 
of (4) 
to (3) 

i 

2 

3 

4 

5 


RAIPUR DIVISION 

1. Raipur 

2. Durg 

3. Bastar 

BILASPUR DIVISION .. 

1. Bilaspur 

2. Raigarh 

3. Surguja 

JABALPUR DIVISION 

1. Jabalpur 

2. Balaghat 

3. Chhindwara ,. 

4. Narjinghpur 

5. Sconi .. 

G. Mandla 
SAGAR DIVISION 

1. Sagar . 

2. Damoh 

3. Tikamgarh 

4. Chhatarpur 

5. Panna .. 

REWA DIVISION 
1 • Rewa 

2. Sidhi. 

3. Satna .. 

4. Shahdol 


2647 

373.3 

14.1 

902 

218.6 

24.2 

1041 

141.4 

13.6 

704 

13.3 

1.9 

1856 

131.4 

7.1 

812 

113.7 

14.0 

506 

11.7 

2.3 

538 

6.0 

1.1 

2293 

199.8 

8.7 

471 

21.3 

4.5 

275 

105.5 

38.4 

481 

28.3 

5.9 

271 

14.2 

5.2 

374 

27.8 

7.4 

421 

2.7 

0.6 

1531 

179.7 

11.7 

511 

17.0 

3.3 

276 

10.1 

3.6 

217 

77.2 

35.6 

322 

66.2 

20.5 

205 

9.2 

4.5 

1480 

28.6 

1.9 

364 

9.4 

2.6 

318 

2.9 

0.9 

341 

12.3 

3.6 

457 

4.0 

0.9 


{Contd.) 
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STATEMENT 8 ( Contd .) 



Irrigated Area 

vis-a-vis Net Area Sown 


Sr. 

No. 

District/division 

Net area 
sown 

Net irri¬ 
gated area 

Percentage 
of (4) 
to (3) 

I 

2 

3 

4 

5 


GWALIOR DIVISION .. 




1980 

338.6 

17.1 

1 . 

Gwalior 




247 

75.3 

30.5 

2. 

Bhind 




337 

64.7 

19.2 

3. 

Morena 




384 

106.6 

27.8 

4. 

Shivpuri 




344 

56.5 

16.4 

5. 

Guna .. 




539 

20.1 

3.7 

6. 

Datia .. 




129 

15.4 

11.9 

INDORE DIVISION .. 




3712 

257.2 

6.9 

I. 

Indore 




254 

22.8 

9.0 

2. 

Ratlam 




295 

24.5 

8.3 

3. 

Ujjain .. 




454 

20.6 

4.5 

4. 

Mandsaur 




500 

70.3 

14.1 

5. 

Dewa*. 




346 

15.5 

4.5 

6. 

Dhar. 




485 

32.4 

6.7 

7. 

Jhabua 




331 

8.6 

2.6 

8. 

Khargone 




617 

42.1 

6.8 

9. 

Khandwa 




430 

20.4 

4.7 

BHOPAL DIVISION 




2515 

119.8 

4.8 

I. 

Sehore 




488 

26.4 

5.4 

2. 

Raisen 




389 

8.4 

2.1 

3- 

Vidisha 




491 

3.8 

0.8 

4. 

Betul 




403 

33.8 

8.4 

5. 

Rajgarh 




392 

22.3 

5.7 

6. 

Shajapur 




352 

25.1 

7.1 


HOSHANGABAD DIVISION 

446 

14.1 

3.2 

M.P. STATE . 

.. 18460 

1642.5 

8.9 
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STATEMENT 9 

Special Schemes Sanctioned by ARC— Target and Achievement 
till 30 June 1973 


Sr. Name of Scheme 

No. 


A. Tubewell schemes 

1. Hoshangabad 

2. Narsinghpur 

3. Jabalpur .. 

4. Bhind 

5. Gwalior . . 

6. Morena .. 

7. Sehore 


B. Tractor schemes 

1. Sagar-Vidisha 

C. Well schemes 

1. Betul 

2. (a) Chhindwara 

S Amarwada . . 

Chhindwara tehsil .. 

3. Dhar . 

4. Dewas. 

5. Guna 

6. (a) Gwalior 
(b) Dabara 

7. Hoshangabad 

8. Indore 

9. Jabalpur 

10. Panna 

11. Ratlam 

12. Morena .. 

13. Satna 

14. Shajapur 

15. Sehore 

16. Seoni-I 
Seoni-II 

17. Surguja .. 

18. Tikamgarh 

19. Ujjain-I .. 

Ujjain-II .. 

20. Vidisha 

21. Sakti . 

22. Mungeli 

23. Rewa 


Rs Lakhs 

Financial 

Achievement 

target 

till 30-6-1973 

232.31 

29.35 

235.78 

17.10 

142.82 

11.10 

156.00 

2.10 

52.50 

1.00 

65.00 

_ 

20.00 

— 

904.41 

60.65 

99.56 

41.84 

29.18 


203.00 

119.10 

92.00 

16.60 

133.45 

10.00 

40.60 

11.70 

94.00 

14.60 

126.00 

5.45 

75.55 

40.47 

31.45 

_, 

82.00 

1.35 

14.99 

11.10 

8.04 

_ 

16.92 

3.45 

144.50 

24.30 

117.00 

1.90 

43.00 

_ 

137.50 

8.20 

226.00 

86.60 

65.00 

3.60 

65.00 

— 

72.60 

— 

150.00 

50.75 

8.70 

5.30 

152.75 

20.90 

74.00 

4.60 

72.50 

3.70 

135.62 

11.20 

69.05 

48.60 

2480.40 

503.47 
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STATEMENT II 


Primary Land Development Banks—Profit/Loss 

Rs Lakhs 


Sr. Name of 

No. the bank 




1968-9 

1969-70 

1970-71 

1971-2 

1. Ambikapur 




0.04 

0.48 

0.12 

(—) 0.35 

2. Bala ghat 




0.33 

0.33 

0.23 

0.17 

3. Betul 




0.04 

0.05 

0.06 

0.06 

4. Bhind .. 




0.16 

0.13 

0.23 

0.16 

5. Bhopal .. 




0.03 

0.46 

1.10 

0.08 

6. Bilaspur 




0.22 

0.24 

0.08 

0.31 

7. Chhatarpur 




0.16 

0.32 

0.34 

0.51 

8. Chhindwara 




0.22 

0.11 

0.21 

0.99 

9. Damoh 




0.37 

0.16 

0.25 

0.54 

10. Datia . . 




0.03 

0.05 

0.14 

0.40 

11. Dewas .. 




0.20 

0.23 

0.21 

0.13 

12. Dhar . . 




1.10 

0.65 

0.02 

0.55 

13. Durg .. 




0.05 

0.04 

0.05 

0.02 

14. Guna .. 




0.06 

0.06 

0.13 

0.15 

15. Gwalior 




— 

— 

— 

— 

16. Hoshangabad 




0.41 

0.53 

0.55 

1.00 

17. Indore 




0.29 

0.23 

0.22 

0.30 

18. Jabalpur 




0.53 

0.28 

0.12 

0.60 

19. Jagdalpur 




0.05 

0.20 

— 

— 

20. Jhabua 




— 

— 

0.40 

— 

21. Khandwa 




1.73 

1.90 

1.98 

2.28 

22. Khargone 




0.23 

0.12 

0.45 

1.03 

23. Mandla 




0.03 

0.05 

0.07 

— 

24. Mandsaur 




0.45 

0.62 

1.61 

0.35 

25. Morena 




— 

— 

0.06 

— 

26. Narsinghpur 




— 

0.01 

0.73 

0.80 

27. Panna .. 




0.05 

0.05 

— 

0.03 

28. Raigarh 




— 

— 

— 

0.04 

29. Raipur 




0.23 

0.19 

0.41 

0.08 

30. Raisen 





0.27 

0.49 

0.78 

31. Rajgarh 




0.16 

0.28 

0.35 

— 

32. Ratlam 




0.23 

0.19 

0.33 

0.69 

33. Rcwa .. 




0.13 

0.21 

0.24 

0.22 

34. Sagar .. 




0.33 

0.41 

0.58 

0.69 

35. Satna .. 




0.16 

0.23 

0.45 

0.68 

36. Seoni .. 




0.04 

0.09 

0.06 

— 

37. Shahdol 




(—)0.26 

(—)0.27 

(—)0.41 

(—)0.31 

38. Shajapur 




0.03 

0.11 

(—)0.04 

0.03 

39. Shivpuri 




0.16 

0.45 

0.92 

1.46 

40. Sidhi .. 




— 

— 

— 

— 

41. Tikamgarh 




(—)0.05 

0.08 

0.25 

0.21 

42. Ujjain . . 




0.46 

0.71 

2.02 

4.28 

43. Vidisha 




0.78 

1.26 

0.67 

1.56 



Total. . 

9.18 

11.51 

15.68 

20.52 


Loss = — 
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REPORT OF THE STUDY TEAM ON THE 
WORKING OF THE CO-OPERATIVE LAND 
DEVELOPMENT BANKS IN ORISSA 


Introduction 

The Study Team set up by the Committee on Co-operative Land 
Development Banks to examine the working of the co-operative land 
development banks in Orissa consisted of the following members: 

Shri J. Basu, Assistant Chief Officer Convener 1 

Reserve Bank of India 
Agricultural Credit Department 
Bhubaneswar 

Shri V. Suryanarayana, Assistant Chief Officer Convener 2 

Reserve Bank of India 
Agricultural Credit Department 
Bhubaneswar 

Shri S. Som, I.A.S. Member 

Registrar of Co-operative Societies, Orissa 

Bhubaneswar 

Shri L. Dandapat, Managing Director Member 

Orissa State Co-operative Land Development 
Bank Ltd 
Bhubaneswar 

Shri G. Venkatanarayan, Deputy Director Member 

Agricultural Refinance Corporation 

Bhubaneswar 

Methodology of the Study 

2. It was found necessary to make a detailed study of the working 
of the land development banks in the state so as to ascertain the spheres 
in which they were deficient and suggest the nature of financial and 
other assistance required for their strengthening. The Orissa State 
Co-operative Land Development Bank Ltd., was requested to collect 

l Up to 20 September 1973 2 From 21 September 1973 
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the data from the primary land development banks and make them 
available, together with the information regarding its working, to the 
Study Team. The Team selected seven primary land development banks 
and arranged spot investigation of three banks, viz., Bhadrak, Hindol 
and Talcher by the officers of the Agricultural Credit Department, 
Reserve Bank of India. The remaining four banks, viz., Cuttack, 
Baripada, Dhenkanal and Nilgiri were visited by all the members of 
the Team. 

3. The conclusions arrived at in this report have been based on the 
data furnished by the primary land development banks, the Orissa State 
Co-operative Land Development Bank Ltd., the discussions held by 
the Study Team during their field visits with the officials of the banks 
and the local departmental officials, the material available in the report 
on intensive study of the working of the co-operative land development 
banking structure conducted by the team headed by Shri A. 
Sathyamoorthy in connexion with the implementation of the IDA 
scheme in the state dated 1 March 1973, and the report of the study 
team headed by Late Shri Udayabhansinhji, Chairman of the All- 
India Central Land Development Banks Co-operative Union on the 
working of the land development banks in Orissa. The reports furnished 
by the officers of the Agricultural Credit Department (ACD) who 
undertook independent field studies of three banks and other relevant 
data available in the regional office of the Agricultural Credit Depart¬ 
ment and the Agricultural Refinance Corporation, the Orissa State 
Co-operative Land Development Bank Ltd., and the office of the 
Registrar of Co-operative Societies were also utilized for the purpose. 
Further, the Team held discussions with Shri K. Ramamurthy, IAS, 
Agricultural Production Commissioner. The data received from 
46 primary land development banks and the latest available informa¬ 
tion pertaining to the remaining nine banks with the Orissa State 
Co-operative Land Development Bank Ltd., and the regional office 
of ACD was adopted for the purpose of the report. 

Legislation 

The Orissa Co-operative Societies Act 

4. As in other states, in Orissa also, flow of finance for long-term 
credit needs of the agriculturists started on the enactment of the Land 
Improvement Loans Act, 1883. Later on, long-term co-operative credit 
institutions were brought into being under the Bihar and Orissa Co¬ 
operative Societies Act, 1935. A separate Co-operative Societies Act 
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for the Orissa State was enacted in 1951. Based on the Model Co¬ 
operative Societies Bill suggested by the Government of India, this Act 
of 1951 was revised in the year 1963 (received assent of President of 
India on 3 February 1963) embodying in it certain new provisions 
necessary to enable the co-operative societies to play a dynamic role 
in the economy of the country. The Orissa Co-operative Societies Act, 
1962 contains a special chapter (chapter IX) pertaining to the land 
development banks. 

5. Section 83(a) of the Act, ibid, lays down that any land develop¬ 
ment bank may grant loans to its members against mortgage of land, 
free from encumbrance. Following this provision, the land develop¬ 
ment banks in Orissa have been advancing loans on the mortgage of 
landed properties. It is, therefore, possible only for persons having 
a right to mortgage their lands in favour of a co-operative society to 
avail of long-term credit from the land development banks. Persons 
enjoying permanent or protected tenancy rights cannot therefore avail 
themselves of finance through these banks, as the existing land laws 
of the state do not have any provision for allowing such tenants to 
mortgage their lands to any institution. Previously, persons belonging 
to the scheduled castes and the scheduled tribes were required to obtain 
prior permission of the state government for mortgaging their lands 
to the land development banks for the purpose of obtaining long-term 
loans. But in the year 1970 a new provision, viz., section 98(a) was 
introduced removing this restriction. This new provision enables the 
scheduled castes and tribes to mortgage their lands in favour of any 
co-operative society including a land development bank without any 
prior permission. In the same year, another new section, viz., 
section 85(a) was introduced stipulating that the mortgage executed 
by the manager of Hindu joint family in favour of a land development 
bank should be binding on all the members if the loan secured 
by the mortgage was granted for any purpose of agricultural develop¬ 
ment of the land in accordance with the by-laws of the banks. 

6. Apart from the usual provisions like appointment of trustee, 
guarantee by the state government for repayment of the debentures with 
interest, automatic investiture of mortgages executed in favour of land 
mortgage banks in the state land development bank etc., the following 
are the important provisions of the Orissa Co-operative Societies Act, 
1962 governing the working of the land development banks: 

Section 81 —empowers the board of directors of the state land 
development bank to issue debentures of one or more denominations 
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for such periods as it may deem expedient on the security of the 
mortgages and assets held by or transferred or deemed to have been 
transferred and other properties of such bank and such debentures 
contain a term fixing a period not exceeding 10 years from the date 
of issue during which they shall be irredeemable. This section contains 
another provision enabling the board to reserve the right to call in at 
any time the debentures in advance of the date fixed for redemption 
after giving to the debenture-holder concerned not less than three 
months’ notice in writing. 

Section 82-B —stipulates that the applicant for a loan to any land 
development bank shall file along with his application an affidavit duly 
sworn before a Magistrate in the form prescribed by the state land 
development bank declaring that the lands proposed to be mortgaged 
are free from encumbrances and that the other facts stated therein 
are true to the best of his knowledge and belief. 

Section 84 —provides for giving a guarantee by the state govern¬ 
ment on behalf of a member to the land development bank in respect 
of a loan given for the development of any land in excess of the amount 
of loan to which such member would be entitled to on the basis of 
value of the land as determined in accordance with the principles of 
valuation approved by the state government for a specified period the 
repayment of the loan to the extent of the excess. 

Section 86 —provides that nothing in the Orissa Land Reforms Act, 
16 of 1960 fixing a maximum limit of agricultural holding shall apply 
to the acquisition of land by the land development bank in satisfaction 
of its claim from the borrowers. 

Section 89 —provides for payment by the land development bank 
of a loan granted to a borrower for repayment of prior debts to the 
debtor direct. 

Section 90 —stipulates that in case any instalment payable under 
a mortgage executed in favour of a land development bank or any 
part of such instalment has remained unpaid for more than one month 
from the date on which it fell due, the Committee, or the Board, as the 
case may be, of the land development bank may, in addition to any other 
remedy available to the bank, apply to the Registrar for recovery of 
such instalment or part thereof by distraint and sale of the produce 
of the mortgaged land including the standing crops thereon. 

Section 91 —empowers the land development banks to bring the 
mortgaged property for sale without the intervention of the court in 
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case of default of payment of the mortgage money or any part 
thereof. 

Section 92 —enables the land development banks to insist on the 
borrower in case the security offered is rendered insufficient to offer 
additional security and if the borrower fails to provide such security 
or repay such portion of the loan, the whole of the loan shall be deemed 
to fall due at once and the board shall be entitled to take action against 
the mortgagor, under section 90 or 91 for the recovery thereof. 

Section 93 —empowers the state land development bank or the 
trustee to take action against a defaulter under sections 90, 91 or 92 
if on a direction given by the board or the trustee, the committee 
of the primary land development bank neglects or fails to do so. 

Section 98 —lays down that it shall not be necessary to register 
a mortgage executed in favour of a land development bank where the 
concerned bank sends within such time, and in such manner, as may 
be prescribed, a copy of the mortgage deed to the registering officer 
having jurisdiction who shall file such copy in the book maintained 
under section 51 of the said Act and it shall not be necessary for any 
officer of the land development bank to appear in person or by agent 
at any registration office in any proceedings connected with the 
registration of any instrument executed by him in his official capacity 
or to sign as provided in section 58 of the said Act. Where an instru¬ 
ment is so executed, the registering officer shall register the instrument 
or as the case may be file the copy thereof. 

7. As may be observed from the foregoing, the Orissa Co-operative 
Societies Act has embodied all the provisions necessary for smooth and 
effective functioning of the land development banks in the state. The 
provision contained in section 81 giving option to the state land 
development bank for redemption of the debentures in advance of the 
dates fixed for redemption giving three months’ notice to the debenture- 
holder would be prejudicial to the interests of investing agencies such 
as LIC and may stand in the way of the state land development bank 
raising adequate resources for the purpose of long-term investment. 
The state government may amend the Act suitably making a provision 
for redemption of debentures in advance with the consent of the 
debenture-holders. This was one of the points discussed with the 
Agricultural Production Commissioner by us and he had expressed 
that there might not be any difficulty for making such a provision in 
the Act. The Registrar of Co-operative Societies may pursue the matter 
with the state government for getting the Act amended suitably. 
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Land Reforms Legislation 

8. The Orissa Land Reforms Act, 1973 has come into force from 
2 October 1973 and it envisages a ceiling of 10 acres of class I land 
for a family of five members consisting of husband, wife and children. 
Each member in excess of five of a family will retain two more acres 
of class I land beyond the ceiling of 10 acres but in no case the total 
ceiling would exceed 18 acres of class I land irrespective of the 
excessive number of family members. Class I land has been defined 
to mean irrigated lands where two or more crops in an area were 
grown for three years before commencement of the Act. The privileged 
ryots to enjoy exemption under this Act are Shri Jagannath Temple, 
co-operatives, religious and charitable trusts of public nature which 
will be so declared by a tribunal constituted with an officer not below 
the rank of a sub-judge and public financing institutions. Lands held 
by industry and commercial undertakings, mines and factories will also 
be exempted but will not ordinarily be allowed to keep the land 
unutilised for more than five years and beyond that up to three years 
more with the permission of the Collector. Lands used for coffee, 
cocoa and tea plantation and those held by university, school or college 
for research purposes will also get the benefit of exemption. For the 
purpose of ceiling, lands are to be divided into four categories and 
the holding for family of five members has been stipulated at 10 acres, 
15 acres, 30 acres and 45 acres for class I, class II, class III and class IV 
lands respectively. Ten acres of class I land will mean 15 acres of 
class II land where irrigation facilities exist. While a family consisting 
of more than five members can retain class I land up to 18 acres, the 
ceiling will be 27 acres in the case of class II land, 54 acres in the 
case of class III land and 81 acres in the case of class IV land. According 
to the Act alienation by way of mortgage in favour of any scheduled 
bank or any bank to which the Orissa Co-operative Societies Act, 1962 
applies and also sale of land in execution of any decree, order or award 
for realization of arrears could be made. 

9. It has been represented that in many areas in the state, the survey 
and settlement operations and mutation in records have not been 
completed. This is more so in the case of backward regions where the 
tribal population is predominant and the land development banks are 
not able to advance loans to those cultivators as they were unable to 
establish their title to the land in their possession. It was for the 
same reason that the area development schemes in many districts have 
not been catching up. It is understood that about 10,000 to 20,000 
cases were pending- in which mutation was to be completed and in 
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such cases, we suggest that the state land development bank may take up 
the matter with the state government for early action. 

10- In the case of unsurveyed and unsettled lands which lie mostly 
in the tribal areas, the state government may consider permitting issue 
of loans by the primary land development banks on the strength of 
possession certificates issued by the tahsildars and also agree to stand 
guarantee for repayment of the instalments on due dates. The 
Agricultural Production Commissioner with whom the matter was 
discussed by us had indicated that there might be no objection to the 
government considering this suggestion and also giving a guarantee 
against losses arising on account of non-payment of loans by the tribal 
members. In order, however, to enable the state land development bank 
to make the required contribution to the sinking fund, the need for 
extending government guarantee against defaults was emphasised. If 
this suggestion is agreed to by the government, they may also consider 
amending the relevant section of the Orissa Co-operative Societies Act 
providing for grant of loans by primary land development banks on 
the strength of the possession certificates backed by the default guarantee 
of the government. The Committee may also consider recommending 
the floatation of debentures by the state land development bank on the 
cover of loans advanced to tribals against such possession certificates 
backed by the government guarantee. 

Land Development Banking in the State 
Geophysical Conditions 

11. According to census 1971, there are 51,417 villages in Orissa of 
which 41,466 villages are inhabited. There are only 81 towns. With 
the population of 219 lakhs the state accounts for 4 per cent of the 
total population in India. It continues to hold eleventh rank among 
the states, in terms of population. Its density at 141 persons per 
kilometer is lower than the All-India average at 182. The literacy 
percentage is also low at 26 compared to the All-India average at 29. 
Only 8 per cent of the state’s population live in urban areas. The 
state’s rain-fall is fairly good with an average of 60 inches. It is reported 
that only 16 per cent of the area under cultivation has flow and other 
irrigation facilities, while the rest is rain-fed. As against 32.72 lakh 
agricultural families of the state, the number of the families who 
availed of long-term credit accounted for 0.70 lakh as on 31 March 1973 
constituting 2.1 per cent of the total agricultural families. 
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Set-up, Origin and Growth of Land Development Banking 

12. The long-term credit structure in Orissa is at present of a federal 
type with the Orissa State Co-operative Land Development Bank Ltd., 
at the apex level and 55 primary land development banks at the primary 
level. The state land development bank was registered on 
16 September 1938 as Orissa Provincial Co-operative Land Mortgage 
Bank Ltd., under the provisions of the Bihar and Orissa Co-operative 
Societies Act, 1935 and it started functioning with effect from 
28 February 1939. To begin with only 3 districts namely, Ganjam, 
Cuttack and Puri were included in its area of operation. During the 
year 1954, its area was extended to three more districts of Sambalpur, 
Bolangir and Dhenkanal. It was by 1956 that the area of the bank 
was extended to all the remaining seven districts of the state. Originally, 
the bank was catering to the long-term credit needs of the agricul¬ 
turists directly through its branches and agencies. Its headquarters 
having been located at the state capital, the system suffered a severe 
set-back on account of the inability of the bank to exercise effective 
supervision over the end-use and recovery of loans advanced to 
thousands of borrowers, spread throughout the state. Consequently, the 
state government decided to organise primary land development banks 
and convert the structure into federal type and in the year 1960-61 
the organization of primary land development banks started. The 
primary land development banks which numbered 9 in 1960-61 
increased gradually to 55 covering the whole state as on date. With 
the functioning of the primary land development banks, the state land 
development bank closed down its branches and stopped direct 
financing. The individual members who were advanced loans before 
formation of the primary land development banks continued to be 
members of the apex land development bank and loans advanced to 
them were reckoned as those outstanding against the state land develop¬ 
ment bank. These loans were termed as “old loans” and the primary 
land development banks collected instalments from the loanees on behalf 
of the apex bank on commission basis and passed on such collections 
to the apex bank. The primary land development banks had to maintain 
two separate accounts—one relating to the loans advanced by the 
state land development bank direct and the other to those advanced 
by them. The primary land development banks with their meagre staff 
found it difficult to maintain such accounts and it was, therefore, 
decided that all the loans directly advanced by the apex land develop¬ 
ment bank should be transferred to the respective primary land 
development banks and in order to give effect to such transfer without 
any difficulty a new provision, viz., section 87 (A) was introduced in the 
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Orissa Co-operative Societies Act by virtue of which the mortgages 
executed in favour of the state land development bank by the individual 
members thereof shall be deemed to be mortgages executed in favour 
of the land development bank operating in the area wherein the 
mortgaged properties are situated and the said members shall be deemed 
to be members and debtors of such land development bank with effect 
from the date on which the state land development bank transfers the 
amounts due thereon and the shares held by the members to the land 
development bank concerned. 

13. When the organization of primary land development banks was 
contemplated in the year 1960-61, it was expected that each primary 
land development bank would cover a revenue sub-division. There are 
56 sub-divisions in the state and 55 primary land development banks 
are functioning at present. While no separate primary land development 
banks were organised for some of the sub-divisions, more than one bank 
was formed in certain sub-divisions. No primary land development bank 
has so far been organised in Baliguda and Phulbani Sub-divisions of 
Phulbani District and Koraput Sub-division of Koraput District for 
the reasons that the land survey has yet to be undertaken and the 
agriculturists in these districts do not have alienable rights over the 
lands. However, in Ghumsur Sub-division in Gan jam District and in 
Sambalpur Sub-division of Sambalpur District more than one primary 
land development bank was formed (Bhanjanagar and Aska in the 
Ganjam District and Sambalpur and Jharsuguda in Sambalpur 
District). While Koraput and Jeypore Sub-divisions are served by the 
Jeypore Primary Land Development Bank, the Boudh Primary Land 
Development Bank serves the Phulbani and Baliguda Sub-divisions. 

14. The state land development bank had opened two zonal offices in 
1969 at Berhampur and Sambalpur with a view to providing greater 
control over the working of the primary land development banks. These 
offices were not, however, given any powers for sanction of loans to the 
primary land development banks. In June 1972 they were closed down 
as the bank felt that they did not serve any purpose. 

Feasibility of Long-Term Credit Functions being undertaken by 
Short-Term Credit Institutions 

15. Orissa, being a fairly big state with large potential for long-term 
investment, underlines the need to continue to have a separate institu¬ 
tion to cater to long-term credit. As on 30 June 1973, the outstanding 
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loans of the Orissa State Co-operative Land Development Bank Ltd., 
stood at about Rs 16.00 crores. Similarly, at the primary level, the 
primary land development banks are the best agencies suited for 
dispensation of the long-term credit and the suggestion for using the 
primary agricultural credit societies as channels for provision of long¬ 
term credit is neither feasible in view of their very weak structure with 
little or no staff nor desirable in the interest of efficient handling of 
the long-term credit functions. 

Federal Structure versus Unitary Structure 

16. We have also gone into the question of suitability or otherwise 
of the present federal structure which issue had been discussed by 
various committees in the past. Although there has been a suggestion 
from some quarters for reverting to old unitary system in this state 
in view of the growing reluctance on the part of the managements of 
the primary land development banks to take coercive measures for 
recovery of overdues for obvious reasons and the difficulty of 
transferring the supervisory staff from one area to the other in the 
interests of efficient administration, we consider that the present federal 
system should continue for the following reasons: 

(a) Participation of the local people in the working of the 
institutions is necessary to facilitate effective supervision over 
the end-use and recovery of credit and this is possible only 
in a federal structure. 

(b) A proposal for instituting a common cadre for the employees 
of the land development banks has since been finalised by 
the government and therefore difficulty regarding transfer of 
supervisory staff from one area to the other referred to would 
not arise hereafter. 

(c) The delay or reluctance on the part of the primary land 
development banks in taking coercive action against defaulters 
referred to has been reported only in a very few cases and 
the provisions of section 93 of the Orissa Co-operative 
Societies Act which empowers the state land development 
bank or the trustee to take action against defaulters under 
sections 90, 91 or 92 if the committee of any primary land 
development bank fails or neglects to do so, could be enforced 
in the case of such recalcitrant managements of the primary 
land development banks. 

(d) After all, the present federal system came into being only 
in 1960-61 and it deserves to be given a fair trial before any 
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change is thought of. In fact, the long-term credit structure 
registered a phenomenal growth only under federal system 
which can be evidenced from the fact that the advances made 
per year which did not exceed Rs 16.17 lakhs (1957-8) under 
unitary system had risen gradually after switch over to the 
federal system from Rs 43.81 lakhs in 1962-3 to Rs 349.08 
lakhs in 1970-71. 


State Co-operative Land Development Bank 
Progress and Present Position 

17. The progress made by the Orissa State Co-operative Land 
Development Bank in the mobilisation of resources, provision of long¬ 
term loans for agricultural development, etc., since its inception in 
1938-9 till 1972-3 is detailed in Statement 1. It may be observed that 
although the bank was started in the year 1938-9 its activities began 
catching up only since 1946-7 when it floated ordinary debentures for 
the first time. The bank’s development was conspicuous since the year 
1962-3, i.e., after the switch-over from the unitary to the federal 
structure which also happened to be the early part of the Second Five 
Year Plan during which special efforts were made by the government 
for development of co-operative movement in general. It made rapid 
strides.of progress particularly during the Third Five Year Plan and 
its transactions recorded peak level during 1970-71. Declining trend 
was, however, noticed since 1971-2 with the alarming rise in its over- 
dues and the advances fell sharply from Rs 349.08 lakhs in 1970-71 to 
Rs 257.11 lakhs in 1972-3. 

18. The membership of the bank which was 96 in the year 1938-9 rose 
to 30,086 in 1961-2 and began declining thereafter till 1970-71 when it 
came down to the lowest at 56. This was due to the switch-over from the 
unitary to the federal system which started in 1960-61 consequent on 
which the membership of all individuals was transferred to the primary 
land development banks. On 30 June 1973, only 55 primary land 
development banks (affiliated to the bank) and the state government 
were the members of the bank. The paid-up share capital of the bank 
registered increase, year after year and this was due to the investment 
of funds of the primary land development banks in the share capital of 
the state land development bank at certain proportion to their 
borrowings from the apex land development bank and also due to 
substantial contribution by the state government to the share capital 
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of the bank. The state contribution which was at Rs 0.25 lakh up to 
1955-6 had risen to Rs 49.25 lakhs as on 30 June 1973 accounting for 
31.3 per cent of the total paid-up share capital at Rs 115.63 lakhs. The 
reserve fund and other funds also increased remarkably from Rs 0.02 
lakh in 1940-41 to Rs 21.93 lakhs in 1972-3. The debentures in circu¬ 
lation recorded a phenomenal rise particularly since 1960-61 from 
Rs 67.59 lakhs to Rs 1915.67 lakhs in 1972-3. Correspondingly the 
outstanding advances also increased from Rs 64.68 lakhs in 1960-61 to 
Rs 1606.52 lakhs in 1972-3. The bank began earning net profit even 
from the second year of its starting and the net profit reached the 
highest level at Rs 13.72 lakhs in 1970-71. The bank was declaring 
dividend almost every year and the maximum rate was 5 per cent for 
three years from 1953-4 to 1955-6. The alround development in the 
bank’s working and significant growth in its resources position was 
as a result of the assistance provided by the state government and the 
Reserve Bank during the Five Year Plans, Abnormal rise in the over- 
dues of the primary land development banks has, however, brought 
a serious set-back for expansion of loan operations. The problem of 
overdues has reached very serious proportions especially during the 
year 1972-3 and it is a matter of grave concern particularly in the 
context of the agricultural development envisaged in the Fifth Five 
Year Plan. Unless this is tackled urgently, it may pose a great threat 
even to the very existence of the structure and thereby jeopardize the 
agricultural development in the state. 

Constitution and Management 

19. The board of directors of the bank originally consisted of 
18 members (including 6 government nominees). The by-laws of the 
bank were amended on 16 January 1973 according to which there 
shall be 21 directors consisting of the representatives of the primary 
land development banks at the rate of at least one director from each 
district and the rest of the directors to be nominated by the government 
including the Registrar of Co-operative Societies and the managing 
director, if any, appointed. The new board shall be treated as 
constituted for election of the chairman on receipt of government 
nomination of the board. The election to the board took place in 
the bank’s general body meeting held on 27 June 1973, wherein 
14 directors were elected from among the representatives of the primary 
land development banks at the rate of one for each district except 
Ganjam and two for Ganjam District. Seven directors were nominated 
by the government including the Registrar of Co-operative Societies. 
The chairman’s election has yet to take place and the new board has 
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not taken charge so far. The term of the board is 3 years. Besides 
the board, there is an executive committee consisting of 11 members, 
a loan sub-committee with 3 members, an appointment sub-committee 
with 5 members and a cadre committee with 5 members. In order to 
ensure expeditious disposal of loan applications, the board had delegated 
necessary powers to the loan sub-committee consisting of the chairman 
of the bank, the Registrar of Co-operative Societies and one director. 
In our opinion, the constitution of the board which gave representation 
to as many as 14 representatives of the primary land development banks 
out of the total strength of 21 is satisfactory. 


Loan Policies and Procedures 

20. Table 1 indicates the purpose-wise advances made by the bank 
during the past 5 years. 

TABLE 1 

Purpose-wise Classification of Loans 


Rs Lakhs 



Purpose 



Year 





1968-9 

1969-70 

1970-71 

1971-2 

1972-3 

1. 

Minor irrigation including 
wells, tanks, pumpsets, etc. 

130.40 

253.17 

281.71 

241.37 

220.73 

2. 

Purchase of machinery (trac¬ 
tors, power-tillers) .. 

26.32 

38.45 

38.78 

33.85 

19.84 

3. 

Land improvement.. 

41.90 

24.43 

24.74 

19.78 

14.69 

4. 

Redemption of prior debts 

3.68 

1.41 

1.93 

1.47 

0.73 

5. 

Others . 

0.24 

1.61 

1.92 

1.34 

1.12 

6. 

Total (1 to 5) 

202.54 

319.07 

349.08 

297.81 

257.11 

7. 

Percentage of item 1 to the 
total (6) . 

64.4 

79.3 

80.7 

81.0 

85.9 

8. 

Percentage of items 1 and 2 
to the total (6) 

77.4 

91.4 

91.8 

92.4 

93.6 


It will be observed that more than 90 per cent of the bank’s advances 
were for easily identifiable productive purposes in all the years 
commencing from 1969-70. 


21. During our field visits, it was represented that the land shaping 
and development was one of the important purposes for which the 
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farmers in Orissa required long-term credit and as such advances for 
these purposes should be reckoned as identifiable productive purposes. 
It may be mentioned in this connection that in terms of the Reserve 
Bank’s circular No. ACD.LDB.696/D.I/72-3 dated 9 November 1972, 
the purposes like levelling, bunding and reclamation of land, soil 
conservation by terracing, construction of channels to prevent flooding 
or bunding of land to prevent erosion and preparation of land for 
orchards, plantation etc., could be treated as identifiable productive 
purposes for financing by land development banks in their normal 
lending programme, provided the schemes were prepared according 
to a programme drawn by the agriculture department of the state 
government and executed either departmentally or by some other 
technically qualified agency competent to undertake the work and 
certify completion thereof. Following this relaxation, the state land 
development bank had submitted some schemes of land development 
to the Central Agricultural Credit Department of the Reserve Bank 
which were approved by them for being reckoned as identifiable 
productive purposes. There are, however, certain difficulties which the 
banks confront in this regard. The state government departments are 
not fully equipped with adequate technical staff as a result of which 
the banks cannot take advantage of the relaxations on a large scale. 
The Orissa State Co-operative Land Development Bank Ltd., has 
represented that in view of its recent decision to strengthen its technical 
cell with 28 engineering supervisors, 11 soil conservation assistants and 
4 agricultural overseers, it might be permitted to draw and arrange 
supervision of the scheme with the help of its technical staff, instead 
of depending upon the state government departments. We feel that 
this is quite reasonable and sound proposition. The proposal may be 
recommended by the Committee. 

22. According to the stipulations of the Reserve Bank, 20 per cent of 
the advances in a year could be for non-identifiable productive purposes 
in the state. While there is a felt need for such advances in some areas 
of the state, the need is not so large in some other areas. Therefore, in 
order to enable the banks which have got large demand in their areas 
for this type of loans, it has been represented that the 20 per cent 
reckoning should be made applicable with reference to the state as a 
whole and not to each primary bank. We recommend the suggestion to 
the Committee for favourable consideration. 

Loans for Redemption of Prior Debts 

23. It has been represented that long standing indebtedness is a serious 
problem with a large part of the rural population of this state and that 
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a larger portion of loans should be allowed to be advanced for 
redemption of prior debts than permissible at present. Although we 
realise the need for the exemption requested, we do not consider that 
the funds raised from public sources should be utilized without a 
corresponding benefit to the country by way of increase in agricultural 
production. At present the Reserve Bank has (vide its circular No- ACD. 
LDB.1340/D.I./72-3 dated 2 March 1973) permitted reckoning for 
easily identifiable purposes in cases where long-term loans are sanctioned 
to tribals mainly for financing identifiable development purposes and 
where the banks have taken necessary safeguards to ensure that only a 
portion of such loan is intended to be utilized to redeem the prior debts 
and mortgage on the land proposed to be offered as security the entire 
loan sanctioned might be treated as for identifiable productive purpose. 
Similar facility may be extended to the small/marginal farmers also. 

Loans for Purchasing Ownership Rights 

24. It has further been represented that loans to tenants for purchasing 
ownership rights may be permitted. In view of the fact that purchasing 
ownership rights provides real interest to the farmer on the land and 
helps increasing agricultural production by undertaking developmental 
works at least in the case of a developing country like ours, we 
recommend that an exception may be made by permitting loans for 
purchasing ownership rights by the tenants to a limited defined extent 
and to treat such loans as those issued for productive purposes, in cases 
where long-term loans are sanctioned mainly for financing identifiable 
development purposes and where the banks have taken necessary 
safeguards to ensure that only a portion of such loan is intended to be 
utilized for purchasing the ownership rights. The state land develop¬ 
ment bank may examine this aspect, formulate a suitable proposal 
and send it to the Reserve Bank through the state government for 
consideration. 

Procedure for Scrutiny, Sanction and Disbursement of Loans 

25. The procedure outlined below was being followed by the 
primary land development banks (as laid down by the trustee and 
Orissa State Land Development Bank) for sanction and disbursement 
of loans. 

Each intending borrower of a long-term loan has to submit a loan 
application to the primary land development bank in the form pres¬ 
cribed along with an affidavit duly sworn in before a magistrate, 
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patta or sale deed, up-to-date cess receipt and other relevant data 
relating to the project for which he requires a loan. Thereupon, 
the supervisor of the primary land development bank visits the 
village of the borrower, verifies the details furnished in the applica¬ 
tion, besides the geneology and the general character of the borrower 
and submits a preliminary investigation report. The documents 
relating to the property offered as mortgage are thereafter referred to 
the bank’s legal adviser for opinion. Thereupon the application is 
forwarded to the sub-assistant registrar for the valuation of land and 
determining the loan to be sanctioned with reference to the outlay in¬ 
volved on the project, valuation arrived at and repaying capacity of the 
borrower. On his recommendation the loan sub-committee of the bank 
sanctions the loan and the borrower executes a mortgage deed thereafter. 
Then an encumbrance certificate is obtained for 12 years and in case it 
is found that the property is free from encumbrances, the loan application 
file is transmitted to the state land development bank for sanction 
together with the mortgage bond and the encumbrance certificate. The 
state land development bank again gets the documents examined through 
its legal officers and sanctions the loan. After sanction, necessary funds 
are placed at the disposal of the primary land development bank which 
arranges disbursement of the loan to the borrower. Another encumbrance 
certificate for a period of 4 months from the date up to which the first 
encumbrance certificate was taken is also obtained. 

Filing of Affidavit along with Application 

26. The requirement under the Co-operative Societies Act for filing of 
an affidavit before a magistrate regarding the title and ownership of the 
property proposed to be mortgaged, it is represented, has been proving 
costly and causing unnecessary hardship and inconvenience to the 
borrowers who had to come all the way to the subdivision/tahsil offices 
from their remote villages and it has also been resulting in delay in the 
sanction and disbursement of loans. The board of directors of the state 
land development bank in its resolution dated 11 January 1971 requested 
the government to amend the Act removing the provision for swearing of 
the affidavit, as it was only required for initiation of the loan application, 
even though it did not play any role in sanctioning loans, since the loan 
was sanctioned on the basis of unencumbered title and possession which 
aspects were thoroughly scrutinised before sanctioning the loan, irrespec¬ 
tive of the assertions made in the affidavit- We agree with the board of 
directors of the state land development bank and request the state 
government to take early action for amending the Act suitably 
dispensing with the practice of swearing of the affidavit. 
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Scrutiny of the Title Deeds 

27. As mentioned in earlier paragraphs, the title deeds of the 
borrowers in respect of the lands proposed for mortgage are being 
examined twice-once at the level of the primary land development 
bank and again by the state land development bank through its legal 
officers. The state land development bank may appoint legal assistants 
at least one for each district or two districts depending upon the work 
load, so that the loan applications may be sanctioned by the primary 
land development banks on the basis of their opinion. It is observed 
from the procedure adopted by the banks in the state that the loans 
are sanctioned by the primary land development banks without 
examining the fact whether the property offered as mortgage is free 
from encumbrances. The encumbrance certificates are obtained only 
after sanction of loans and execution of mortgage bond. It is desirable 
that they are obtained along with the application and title deeds and 
the opinion of the legal advisor is ascertained as to whether the property 
is free from encumbrances, before sanction of the loan. 

Encumbrance Certificates 

28. Except in Ganjam and Koraput Districts, in all other 11 districts 
the supervisors of the primary land development banks are authorised 
to make a search of the records in the sub-registrar’s office and issue 
encumbrance certificates. In Ganjam and Koraput Districts, the sub¬ 
registrars were giving encumbrance certificates to the loanees of the 
land development banks free of charge till November 1972. From 
December 1972 onwards they started charging full fees for issuing them. 
On the representation made by the state land development bank, 
government has permitted from January 1973 the supervisors of the 
banks to persue the records in the registry offices to ascertain about 
the prior encumbrances. At present, the supervisors of the primary 
land development banks are issuing the encumbrance certificates in 
these two districts also as in the case of other districts. The supervisors 
are allowed to make the search only on two days in a week and 
that too not on consecutive days. Much of their time is wasted in 
going to the registry offices on the days convenient to sub-registrars with 
the result that they are unable to attend to their regular duties and also 
extension work. This apart, it is doubtful whether the certificates given by 
the supervisors on such an important aspect can be relied upon as they 
are the persons who are handling the loan applications from the 
beginning to the end and issuing utilisation certificates, in respect of 
all loans up to Rs 4,000 (except tank loans). There is no check 
over the work done by the supervisors. In our opinion it is desirable 
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that encumbrance certificates should be issued at least at concessional 
rates if not free of charge by the registry offices. Although the state 
land development bank is reported to have approached the state 
government repeatedly to extend this facility to the borrowers of long¬ 
term loans, the state government has not considered the same on the 
plea that the registry offices are not equipped with necessary staff. 
In order to help quick processing of the loan applications and also 
ensuring soundness of the mortgages on the strength of which the 
debentures are floated with government guarantee, we recommend that 
the state government may consider appointing additional staff in the 
registry offices and arranging issue of encumbrance certificate at 
concessional rates, if not free of charge, by such offices and divesting the 
supervisors of primary land development banks from this function. The 
Registrar of Co-operative Societies may take up the issue with the 
state government for appropriate action. 

Land Valuation 

29- The valuation of lands offered as mortgage is at present done on 
the basis of three years’ sales statistics by the sub-assistant registrars 
of the co-operative department. In Ganjam and Sambalpur Districts, 
however, the supervisors of the primary land development banks have 
been empowered to undertake valuation of lands, on a pilot basis, in 
respect of all loans for agricultural machinery and implements and other 
loans combined with or without machinery not exceeding Rs 6,000. 
The eligibility of a borrower for the loan is arrived at 50 per cent of 
the value determined on the said basis. In the case of loans for minor 
irrigation purposes, purchase of machinery like tractors and power 
tillers, 50 per cent (75 per cent in the case of small farmers) of their 
loan amount is added to the value of land arrived at on the basis of 
the sales statistics, provided the loan eligibility does not exceed the full 
value of land arrived at on the basis of sales statistics. While selecting 
the statistics of sales, sufficient care appeared to have not been taken by 
the sub-assistant registrars to exclude such sales as would have been 
effected at fancy prices. It was often found that statistics of sales of 
comparable lands were not available and in such circumstances, those 
relating to the neighbouring villages had to be adopted although they 
could not be considered suitable for the purpose. The valuation so 
arrived at can by no means represent the real value of the lands. The 
state land development bank had constituted a committee in each 
primary land development bank with a representative each of the 
trustee, state land development bank and tahsildar of the taluk con¬ 
cerned to fix valuation of different classes of lands taking the sales 
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statistics of lands into account but the committee did not appear to have 
made any headway in the matter. The system of valuation suggested in 
the Reserve Bank’s circular No-ACD.LDB.625/B.8/72-3 dated 
24 October 1972, i.e., at 8 times the net income after development from 
the land benefiting from the development has not yet been adopted by 
the land development banks in the state. In this connexion, it is necessary 
for the state land development bank to fix area-wise norms for net in¬ 
come and the incremental income. For this purpose, the bank has to 
constitute as advised by the Reserve Bank a technical group at the 
state level with representation provided for different interests. The 
group may determine the norms in respect of average farmers with 
average yields and prices after taking into account, the general develop¬ 
ment of the area, availability of irrigation facilities, cropping pattern 
possible etc. To begin with, it may be initiated, on a pilot basis 
immediately at least in one district. The area-wise norms for net in¬ 
come and incremental income may be worked out with reference to the 
area of a tehsil as a unit, instead of an entire district so that the local 
variations would be given due consideration. 

Repaying Capacity 

30. No uniform procedure appears to have been adopted in the state 
for calculating the repaying capacity of the borrowers. While in the 
Cuttack Primary Land Development Bank Ltd., the net surplus avai¬ 
lable for repayment of the loan was arrived at after deducting from the 
gross farm income on the entire extent of land owned by the borrower, 
the expenditure on family, it was reckoned at 12 J/ 2 per cent to 20 per 
cent of the gross farm income on the total extent of land owned by the 
borrower depending upon the various income groups in the Bhadrak 
Primary Land Development Bank Ltd., presumably on the suggestion 
made in the note enclosed to the Reserve Bank’s D.O.No.ACD.LDB. 
89/B.8/71-2 dated 2 August 1971. No rational basis was adopted while 
calculating the gross income on lands. No per acre crop-wise value of 
gross yield was fixed. The family expenditure also was computed in an 
arbitrary manner without reference to the status of the borrower, the 
number of members of his family etc. The additional income likely to 
accrue on account of improvement and likely change in the cropping 
pattern was not assessed. Income that may be earned on account of 
hiring of machinery to others was not taken into account for reducing 
the period of the loan. We understand that the primary land develop¬ 
ment banks have not yet initiated action on the suggestion made in the 
Reserve Bank’s circular No. AGD.LDB.625/B.8/72-3 dated 24 October 
1972 according to which the net incremental income from the benefiting 
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land alone should be taken into consideration for the purpose of the 
loan eligibility. 

Technical Feasibility 

31. The technical feasibility of the scheme was not being examined 
while sanctioning loans particularly for digging of wells. The Reserve 
Bank’s suggestion for obtaining a clearance from the State Ground 
Water Directorate has not been followed. It was explained by the state 
land development bank that in the absence of a separate Ground Water 
Directorate or the government department equipped with the primary 
data to facilitate screening, the banks were unable to comply with the 
said requirement, and therefore, they should be allowed to finance 
minor irrigation projects on the basis of data compiled by the technical 
cell. As the staff in the technical cell of the state land development 
bank is quite inadequate and ill-equipped to undertake the above task 
the suggestion does not appear to be feasible. It is understood that the 
Ground Water Survey was completed in about one-third area of the 
state particularly where IDA schemes are proposed for implementation 
and there would be no problem in this regard in such areas. In other 
areas, government may arrange, pending detailed survey, ad hoc 
clearance being given by the Ground Water Directorate (now trans¬ 
ferred to the Lift Irrigation Corporation) as early as possible so that 
there may not be difficulty for the primary land development banks 
to advance loans for digging of wells. Suitable proposals may be put 
up by the state land development bank to the state government through 
the Registrar of Co-operative Societies in this regard. 

Utilization 

32. According to the procedure laid down by the Registrar of Co¬ 
operative Societies and the Orissa State Co-operative Land Development 
Bank Ltd., loans exceeding Rs 5,000 shall be disbursed in 3 instalments 
in the ratio of 50 : 30 : 20 and those less than Rs 5,000 in two instal¬ 
ments in 70 : 30 ratio. The second and subsequent instalments are to 
be disbursed after obtaining a certificate to the effect that the amount 
already drawn has been actually utilized by the members concerned. 
According to the Registrar’s circular No. 44643 dated 27 October 1970, 
the verification of utilization of loans has to be attended to by the super¬ 
visors of the primary land development banks in respect of all loans 
excepting those for tanks, up to Rs 4,000 and by an employee of 
primary land development bank above the rank of a supervisor or by 
the co-operative extension officer or senior inspector of the department 
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entrusted with such duty or by the sub-assistant registrar wherever it is 
feasible, for loans excepting for tanks, ranging from Rs 4,000 to 
Rs 6,000. In all cases of tank loans and other loans exceeding 
Rs 6,000 the sub-assistant registrars have to verify the utilization. The 
sub-assistant registrars are also expected to test check 10 per cent cases 
where the utilization is verified by others. In the case of loans advanced 
for special schemes like cocoanut plantation, cashew plantation etc., 
utilization certificates are to be issued by the officials of the state 
agriculture department. 

33. In several cases, it was observed that there was no follow-up action 
after the first instalment was disbursed to see whether the borro¬ 
wers had actually utilized the amounts for the purposes for which they 
were sanctioned and, as a result, in a very large number of cases, the 
members who drew the first instalment did not turn up for drawal of 
subsequent instalments for years together and in some of the cases 
verified either by the bank or by the department, it was noticed that the 
first instalments drawn were fully misutilized. The result apparently 
was that all such loans had become overdue. The position in respect of 
some of the banks visited is indicated in Table 2. 


TABLE 2 

Position Regarding Utilization of Loans 

Rs Lakhs 


Name of the 
primary land 
development 
bank 

Cases in which 
second and subse¬ 
quent instalments 
were not drawn 
for over one year 

No. Amount of 1st 
instalment 
drawn 

Remarks 

Bhadrak 

37 

0.66 

All the loans were reported to have 
been misutilized. 

Baripada 

23 

0.45 

15 cases for Rs 31,275 were stated to 
have been misutilized. 

Cuttack 

141 

2.64 

Not verified by the bank at all. 

Dhenkanal 

184 

2.04 

In more than 75 per cent cases work 
had not started and the bank suspects 
misutilization. Only notices were issued 
in about 90 per cent of the cases. 

Nilgiri 

39 

0.63 

In more than 75 per cent cases the loans 


were not utilized. 
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All these cases related to sinking of new wells or construction of tanks. 
A major part of the loans found misutilized related to those issued for 
tanks. The misutilization was facilitated not only on account of ineffec¬ 
tive supervision exercised by the banks but also due to the indiscriminate 
sanctions without examining the feasibility of such projects. Cases of 
misutilization of loans were also present even in special schemes like 
cocoanut plantation. For example, in Bhadrak Primary Land Develop¬ 
ment Bank 93 members out of 110 who were advanced first instalment 
of loans for cocoanut plantation for Rs 0.90 lakh were found to have 
misutilized loans. This misutilization of loans was one of the main 
reasons for accumulation of heavy overdues at the level of the primary 
land development banks. 

34. In order to ensure proper and effective utilization we recommend 
that the following steps should be taken by the state land development 
bank and the primary land development banks : 

(1) The banks have to stipulate a minimum period, for each 
purpose, within which the amount drawn either as first or second instal¬ 
ment should be completely utilized. After expiry of the said period, the 
bank should ask its supervisors to verify the progress of the work and 
report the position to the bank. If the borrower does not complete the 
work of the value representing the first instalment or furnish valid 
reasons for not doing so according to the report of the supervisors, the 
loan account should at once be closed and steps taken for recovery of 
the amount. We note that the Orissa State Co-operative Land Develop¬ 
ment Bank Ltd., has since given instructions to the primary land develop¬ 
ment banks and the supervisors on similar lines. 

(2) It should be ensured even in the case of loans up to Rs 6,000 
the verification of utilization of which is entrusted to those other than 
the sub-assistant registrars that the final utilization certificates are 
obtained from the sub-assistant registrars of co-operative societies, as 
this system would provide a counter check over the work of the super¬ 
visors. 

(3) The utilization certificates furnished by the supervisors are 
found to be not comprehensive. They do not indicate the progress of 
work done with details of measurements of the well or the tank and the 
value of the work done. They are not also critical so as to bring about 
any deficiency with reference to the approved plan and the estimate. 
The state land development bank has to prescribe a suitable proforma 
in this regard and ensure that the certificates are given by the super¬ 
visory staff invariably in such proforma. 
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(4) The state land development bank will have to appoint technical 
supervisors and station them in the district depending upon the volume 
of w'ork involved and arrange verification of utilization through them. 
We note that the state land development bank is moving in this direc¬ 
tion. The final utilization certificates should, however, be obtained from 
the sub-assistant registrars as already suggested. 

Development Loan to be attached to Land 

35. Under the Land Reforms Legislation, it is likely that part of the 
land previously mortgaged to the bank for a development loan borrowed, 
may be declared as surplus and allotted to others having no land. In 
such cases, the security for the loan due to the bank will be jeopardized. 
As the loan has been borrowed for the development of land, the loan 
should be attached to the land and part of the liability in proportion 
to the land declared as in excess of the ceiling should be transferred to 
the person to whom the surplus land has been distributed. The state 
government may consider the issue and incorporate necessary provision 
in the Land Reforms Legislation. 

Financing of Small Farmers 

36. Of the 23.77 lakhs operational holdings in the state, 10.88 lakhs 
holdings or 45.8 per cent of the total holdings relate to the category of 
those up to 2.49 acres. The number of holdings in the size-group of 
2.49 acres to 7.49 acres is equally large accounting for 8.73 lakhs hold¬ 
ings constituting 36.7 per cent of the total. Thus the operational hold¬ 
ings of less than 7.50 acres aggregated 19.61 lakhs forming as much as 
82.5 per cent of the total holdings. 

Taking the cultivated area, however, the acreage covered by the 
holdings of less than 2-49 acres stood only at 11.81 lakhs accounting for 
10.8 per cent of the total acreage. The acreage covered by holdings 
between 2.49 acres and 7.49 acres comes to 38.82 lakhs and it formed 
35.4 per cent of the total acreage. The acreage covered under the 
holdings of less than 7-50 acres works out to 50.63 lakhs forming a 
little over 46 per cent of the total acreage. These statistics evidently 
show the predominance of small farmers in the state. Perhaps, this was 
one of the factors for setting up of 3 small farmers development 
agencies in Ganjam, Dhenkanal and Bolangir Districts and two 
marginal farmers and agricultural labourers projects in Keonjhar and 
Cuttack Districts. 

37. The land development banks in the state have been taking adequate 
interest in financing small farmers both under the project areas 
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and outside, giving certain special concessions like determination of 
eligibility of loan at 75 per cent of the value instead of 50 per cent as 
in the case of other fanners, adding 75 per cent of the cost of the pro¬ 
posed project to the loan eligibility arrived at as above subject to a 
maximum of the total value of the land, collection of proportionate 
share capital in the ratio of 2 per cent in the first year and 1 per cent 
in each of the subsequent years, giving priority in the sanction of loans 
to such category of farmers etc. The Orissa State Co-operative Land 
Development Bank Ltd., has agreed voluntarily to provide 20 per cent 
of the total loans advanced by it to small farmers, the norm for classi¬ 
fication of such farmers in the districts outside the SFDA and MFAL 
projects being 5 to 10 acres. The government have also been providing 
share capital loans to small/marginal farmers in the project areas to 
enable them to become members of the primary land development banks 
and avail of the long-term finance. 

38. Certain difficulties have, however, been experienced by the land 
development banks in extending liberal loan assistance to the small 
farmers. They do not have the required staff to look after the schemes 
connected exclusively with small farmers. While some Small Farmers 
Development Agencies were providing subsidy towards the cost of 
additional supervisors to be appointed at the rate of one for each block, 
similar assistance is not provided by other agencies. Although the land 
development banks are running the risk of advancing loans up to 75 per 
cent of the value of the land in case of these farmers and also allowing 
addition of 75 per cent of the development loan to the land value 
arrived at on the basis of three years’ sales statistics for determining the 
eligibility of the loan, it has been represented that the risk fund contri¬ 
bution is available only at 3 per cent, while it is given up to 9 per cent 
to the short-term structure. It is further represented that while the 
agencies helped the central co-operative banks by giving long-term loans 
to enable them to maintain non-overdue cover, similar facility was not 
extended to the land development banks to enable them to absorb the 
overdues especially those arising on account of natural calamities by way 
of rescheduling, so that they become eligible for larger lending programme 
and thus attain viable status. As already mentioned, there are large 
extents of land in the SFDA and MFAL project areas which are not 
surveyed and, in certain areas, the mutation proceedings were not 
completed; so much so, that the small farmers were not able to establish 
their title to the land even though they were enjoying the same 
for a long time and thereby could not get assistance from the land 
development banks. 
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39. Considering the above difficulties of small farmers, we suggest the 
following measures for enabling the primary land development banks 
to extend liberal financial assistance to them. 

(1) All the primary land development banks functioning in the 
SFDA and MFAL project areas may be given subsidy by the 
respective agencies for appointment of additional supervisors 
at the rate of one for each block depending upon the availabi¬ 
lity of sufficient number of participants to be assisted by way 
of long-term loans in such areas. Subsidy may be provided for 
appointment of one technical supervisor for each primary land 
development bank to supervise the implementation of the 
individual projects and verify utilisation of the loans. They 
will also help the small farmers in the preparation of plans 
and estimates required for the projects proposed to be under¬ 
taken by them. 

(2) Each primary land development bank, the overdues from 
members of which worked out to more than 25 per cent of 
the demand, in the project areas may be given a medium-term 
loan repayable in five years to enable them to absorb the long 
standing overdues and also those which arose as a result of 
natural calamities like cyclone, drought etc., to help 
rehabilitation of such banks. 

(3) Risk fund contribution to the land development banks may 
be increased from 3 per cent to 6 per cent of the loan advanced. 

(4) The share capital loan given to the small farmers at Rs 40 
each at present is not sufficient to enable them to borrow the 
required amount from the primary land development banks. 
It may be increased up to 5 per cent of the loan for develop¬ 
ment purpose required by them. 

(5) The state co-operative land development bank may also be 
subsidised for appointment of a special officer to look after the 
implementation of the schemes relating to small farmers 
exclusively. 

(6) The survey and mutation proceedings should be completed 
early otherwise the land development banks may be permitted 
to advance long-term loans on the strength of possession certi¬ 
ficates to be issued by the tahsildars backed up by the govern¬ 
ment guarantee as suggested in the case of advances to tribals. 
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Financial and Administrative Weaknesses 

40. The existing staff of the bank is quite inadequate to cope with the 
growing activities of the bank. The bank does not have any regional/ 
zonal offices to keep a close liaison/co-ordination with the working of 
the primary land development banks. In order to ensure expeditious 
disposal of loan applications and close supervision over the end-use and 
recovery of the funds lent, it is imperative that regional offices are 
opened and adequate powers delegated to them. The technical and legal 
departments of the bank also need adequate strengthening. As it will not 
be possible for the state land development bank to bear the entire 
expenditure involved in the appointment of the additional staff required, 
the state government may provide subsidy for a period of 5 years on the 
usual sliding scale for the purpose. The state land development bank 
may work out the additional staff requirements and submit proposals to 
the state government through the Registrar, Co-operative Societies. 

Cadre Scheme of Key Personnel 

41. In order to play effectively the role expected of the land develop¬ 
ment banks for development of agriculture in the state, the Orissa State 
Co-operative Land Development Bank had drawn up a scheme for 
creation of a cadre of key personnel for the primary land development 
banks in 1967. The scheme has been approved by the state government. 
The bank had decided that the minimum staff required for the cadre, 
for the time being, should be one secretary and one accountant for each 
primary land development bank and supervisors at the rate of one 
for each block in the state. A cadre committee has also been constituted 
and it has been made responsible for exercising administrative and 
financial control over the scheme. A cadre fund has been created at the 
level of the Orissa State Co-operative Land Development Bank Ltd., 
with the following contributions credited to it. 

(i) The Orissa State Co-operative Land Development Bank Ltd., 
shall contribute in full the cost of their staff deputed to the 
cadre. 

(ii) The affiliated primary land development banks shall contribute 
one-third of the net interest earned in a year on investment in 
loans to their members after deducting interest paid and pay¬ 
able on deposits and borrowings. If, however, the cadre fund 
would be inadequate the contribution from the primaries may 
be raised from 33 1/3 per cent to 40 per cent. 

(iii) 100 per cent of the subsidy received from the state and 
central governments. 
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The scheme has laid down the minimum general educational quali¬ 
fications in respect of each category of personnel to be covered under 
it together with their pay scales, training, etc. While no subsidy was 
granted by the government to the primary land development banks, 
they, however, contributed a sum of Rs 0.60 lakh, Rs 0.80 lakh and 
Rs 1.50 lakhs during 1969-70, 1970-71 and 1971-2 respectively to the 
cadre fund maintained by the state land development bank. Pending 
finalization of the cadre rules by government, the implementation of 
the scheme has, so far, been confined to the posts of secretary and 
accountants only. Cadre secretaries have been appointed in 12 primary 
land development banks and in the remaining banks, 14 sub-assistant 
registrars, 10 senior inspectors, 18 primary land development banks’ 
employees and one assistant development officer of the Orissa State 
Co-operative Land Development Bank Ltd., are functioning as secre¬ 
taries. The Cadre rules have since been approved by the Registrar of 
Co-operative Societies. 

42. Attempts have yet to be made to cover all the primary land 
development banks under the cadre scheme in respect of the posts of 
secretaries and accountants. In regard to supervisors such a scheme has 
yet to be introduced. It was observed that some of the employees of the 
primary land development banks functioning as secretaries did not 
possess the required qualifications, training and necessary experience for 
shouldering the responsibility of the post of secretary and, therefore, 
they were unable to function effectively and improve their working. In 
the context of large scale expansion of long-term credit envisaged in the 
Fifth Five Year Plan, it is but necessary that suitable personnel are 
recruited as secretaries and accountants and posted to all the primary 
land development banks. Such of the persons working as secretaries at 
present and found as suitable, may be absorbed under the scheme so as 
to preserve their rich experience and talent for the benefit of the 
structure. 

Supervision and Control over the Primary Land Development Banks 

43. The control exercised over the primary land development banks 
by the state land development bank was not adequate. At present, the 
bank has appointed 7 inspectors and 5 assistant development officers who 
alone constitute the field staff for the purpose of inspection. Table 3 
indicates the number of inspections conducted by the inspectors/assistant 
development officers since 1969-70. 

Apart from the fact that the number of inspections conducted was 
negligible compared to the total number of primary land development 
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TABLE 3 

Position Regarding Inspections 


Year 

No. of inspections 
conducted 

No. of reports 
issued 

No. of compliance 
reports received 

1969-70 

14 

14 

Nil 

1970-71 

17 

17 

Nil 

1971-2 

8 

8 

Nil 


banks, the items covered during their inspections and the follow-up 
action taken on the inspections left much to be desired. There is a 
great need for improving the number as well as the quality of inspec¬ 
tions and this may be considered by the state land, development bank 
after the regional/zonal offices are opened. The state land development 
bank has to devote special attention to this important task and ensure 
that adequate control is exercised over the working of the primary land 
development banks. 


Primary Land Development Banks 
Progress in Organization 

44. As already mentioned the primary co-operative land development 
banks began to be organized in the year 1960-61 and the progress in 
this regard is indicated in Table 4. 

TABLE 4 


Progress in Organization op Primary Banks 


Year 

No. of primary land develop¬ 
ment banks organised in the 
year 

No. of primary land develop¬ 
ment banks at the end of the 
year 

1960-61 

9 

9 

1961-2 

4 

13 

1962-3 

1 

14 

1963-4 

4 

18 

1964-5 

9 

27 

1965-6 

10 

37 

1966-7 

9 

46 

1967-8 

7 

53 

1968-9 

1 

54 

1969-70 

— 

54 

1970-71 

— 

54 

1971- 2 

1972- 3 

1 

55 

(31-3-1973) 


55 
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Direct advances by the state land development bank were completely 
stopped after the formation of these primary land development banks and 
from the year 1960-61 onwards the primary land development banks 
started advancing loans to the agriculturists. The loans advanced by the 
state land development bank and outstanding in the areas of the primary 
land development banks were transferred to the primary land develop¬ 
ment banks and the state land development bank has been functioning 
solely as an apex institution at present. The district-wise position of the 
primary land development banks as on 31 March 1973 is furnished in 
Statement 2. It would be seen therefrom that the area of operation of 
a primary land development bank is limited to a sub-division/tehsil 
irrespective of the number of blocks and villages in the area. While some 
banks had large areas under them, some others had very small areas as 
in following instances : 


Name of the 
primary land 
development bank 

District 

No. of blocks 
in the area of 
operation 

No. of villages 
in the area of 
operation 

Jeyporc 

Koraput 

15 

1865 

Boudh 

Phulbani 

15 

4311 

Hindol 

Dhenkanal 

1 

191 

Puri 

Puri 

11 

1732 

Pallahara 

Dhenkanal 

1 

303 


While the rural population and agricultural families are very large 
in the area of operation of some banks, they are very small in some 
other banks. Table 5 indicates the position. 

TABLE 5 

Rural and Cultivatino Families 



Name of the primary 
land development bank 

Rural population in 
the area of operation 

Number of cultivating 
farmers 

1 . 

Raikal 

52,388 

8,239 

2. 

Hindol. 

86,069 

9,618 

3. 

Pallahara 

67,709 

13,542 

4. 

Cuttack 

6,80,289 

1,02,857 

5. 

Jajpur. 

7,42,234 

1,48,448 

6. 

Jeyporc. 

6,21,387 

1,09,749 


The whole structure needs rationalization with a view to establishing 
viable/potentially viable societies by suitable reorganization of the 
area of operation of the banks as suggested in the following paragraphs. 
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Viability of Primary Land Development Banks 

45. The question of viability or otherwise of each of the primary land 
development banks functioning in the state was examined by a team 
constituted by the Central Agricultural Credit Department of the 
Reserve Bank, with the Assistant Chief Officer, Bhubaneswar, Deputy 
Director, Agricultural Refinance Corporation, Bhubaneswar and a 
representative from the Central Agricultural Credit Department, in the 
context of the implementation of schemes under IDA project and the 
team had sent its report to the Central Agricultural Credit Department 
in March 1973. According to the team, for a primary land development 
bank to attain viable status it should have a loan business which would 
help earning enough profits after meeting the establishment and contin¬ 
gent expenses, for declaring a reasonable rate of dividend and contribu¬ 
tion of adequate amount to reserve fund. It should maintain minimum 
complement of technical and other staff and its financial operation and 
general working should be sound. A bank which does not satisfy these 
standards but shows promise to earn profits in the next 3 years was 
treated as potentially viable. Those banks which had neither earned 
profits nor showed promise to earn profits were classified as non-viable. 
With reference to these norms, the team had identified 10 banks as 
viable, 15 potentially viable and 30 non-viable. The basis on which this 
identification was made is indicated in a statement prepared by the team 
a copy of which is reproduced in Statement 3- A district-wise list of 
viable, potentially viable and non-viable banks as classified by the said 
team is furnished in Table 6. 

46. The banks which had loan outstanding to the extent of more than 
Rs 30 lakhs were also considered non-viable on the ground that they 
had neither earned profits as on 30 June 1972 nor showed any promise 
of earning profit in the next 3 years. We feel that there would be no 
justification for treating them as non-viable simply because they had 
not earned profit. It may not be out of place to mention here that the 
area of operation of almost all the banks barring a few is confined to a 
sub-division. The reason for not earning profits by these banks might 
be heavy establishment and contingent expenses and injudicious manage¬ 
ment of their funds. We, therefore, consider that besides the 25 banks 
identified as viable/potentially viable by the earlier team, 14 more banks 
the names of which are furnished in Table 7 and whose loan transactions 
are substantial as on 30 June 1972 or are also likely to go up by 1974-5, 
as potentially viable. 

We suggest that the department and the state land development bank 
may undertake a detailed study of working of each of these banks so as 
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TABLE 6 

Viability op Primary Banks 


Name of the primary land development bank 


District 


Viable Potentially viable Non-viable 


1. Ganjam 

Berhampur 

Chatrapur 

Aska 

Bhanjanagar 

Parlakimcdi 

2. Koraput 


Rayagada 

Gunupur 

Nawarangpur 

Jeypore 

MaJkangiri 

3. Kalahandi 

Bhawanipatna 

Dharmagarh 

Nawapara 

* 


4 . Phulbani 

— 

Baudh 

— 

5. Cuttack 

— 

Banki 

Jajpur 

Athagarh 

Cuttack 

Jagatsinghpur 

Kendrapara 

6. Puri 

Puri 

Nayagarh 

Khurda 

Bhubaneswar 

7. Balasore 

Balasore 

Bhadrak 

Nilgiri 

8. Mayurbhanj 

— 

Mayurbhanj 

Karanjia 

Udala 




Rairangapur 

9. Sambalpur 

Bargarh 

Sambalpur 

Kuchinda 

Deogarh 

Rairakhol 

Jharsuguda 

Padampur 

10. Bolangir 

— 

Bolangir 

Titlagarh 

Patnagarh 

Sonepur 




11. Dhenkanal 


Angul 

Kamakhyanagar 

Dhenkanal 

Athamallik 

Talcher 

Hindol 

Pallahara 

12. Keonjhar 

— 

— 

Anandapur 

Keonjhar 

Champua 

13. Sundargarh 

Sundargarh 

— 

Bonaigarh 

Panposh 
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TABLE 7 

Additional Primary Banks Considered Viable 


Rs Lakhs 



Name of the primary land development 
bank 

Amount of loan 
outstanding on 

30 June 1972 

Probable out¬ 
standing during 
1974-5 

1 . 

Bhanjanagar 




36.79 

56.46 

2. 

Parlakimedi 




30.51 

39.51 

3. 

Jeypore 




21.13 

38.63 

4. 

Cuttack 




30.10 

34.29 

5. 

Jagatsinghpur . . 




21.63 

23.38 

6. 

Kendrapara 




48.76 

58.20 

7. 

Khurda 




41.73 

63.39 

8. 

Bhubaneswar .. 




18.17 

27.70 

9. 

Deogarh 




14.04 

28.46 

10. 

Padampur 




24.95 

27.21 

11. 

Dhenkanal 




29.42 

46.71 

12. 

Kamakhyanagar 




30.38 

51.67 

13. 

Anandapur 



. . 

15.72 

38.84 

14. 

Keonjhar 




17.57 

23.78 


to locate the exact causes for their inability to earn profits, despite the 
heavy loan turnover and take steps for their rehabilitation. It would 
be advisable to follow the guidelines given by the Reserve Bank of India, 
vide their circular D.O. letter No. ACD.RC.66/S-Gep/72-3 dated 
26 April 1973 for rehabilitation of such banks. 

47- Excluding the above 39 banks, 16 banks whose loan transactions 
are not substantial at present or are not likely to be so in the near 
future will have to be reorganized either by amalgamating them with 
the neighbouring potentially viable banks or liquidating them after 
extension of the area of neighbouring potentially viable banks to the 
area covered by such banks. We note in this connexion that the board 
of directors of the state land development bank had already decided to 
recommend to the department for amalgamation of 11 weaker banks 
with the neighbouring potentially viable banks and the programme of 
amalgamation was as under : 

1. Malkanagiri Primary Land Development Bank to be 
amalgamated with Jeypore Primary Land Development Bank 
and named as United Jeypore Primary Land Development 
Bank with headquarters at Jeypore. 

2. Nilgiri Primary Land Development Bank to be amalgamated 
with Balasore Primary Land Development Bank and named 
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as the United Balasore Primary Land Development Bank with 
headquarters at Balasore. 

3. Panchpir, Bamanghaty and Rairangapur Primary Land 
Development Banks to be amalgamated and named as United 
Panchpir and Bamanghaty Primary Land Development Bank 
with headquarters at Josipur. 

4- Talcher and Pallahara Primary Land Development Banks to 
be amalgamated with Angul Primary Land Development Bank 
and named as United Angul Primary Land Development 
Bank with headquarters at Angul. 

5. Hindol Primary Land Development Bank to be amalgamated 
with Dhenkanal Primary Land Development Bank and named 
as United Dhenkanal Primary Land Development Bank with 
headquarters at Dhenkanal. 

6. Champua Primary Land Development Bank to be amalgama¬ 
ted with Keonjhar Primary Land Development Bank and 
named as United Keonjhar Primary Land Development Bank 
with headquarters at Keonjhar. 

7. Bonai and Panposh Primary Land Development Banks to be 
amalgamated and named as United Bonai Panposh Primary 
Land Development Bank with headquarters at Sambalpur. 

8- Rairakhol Primary Land Development Bank to be amalga¬ 
mated with Sambalpur Primary Land Development Bank 
and named as United Sambalpur Primary Land Development 
Bank with headquarters at Sambalpur. 

The state land development bank and the department may draw 
a scheme of amalgamation for the remaining 5 banks also besides 
pursuing vigorous action for completing the reorganization programme 
as recommended by the state land development bank. We feel that 
there is no need for registration of any new primary land development 
banks. With a view to serving the areas hitherto covered by non-viable 
banks, the reorganized banks may open their branches at all important 
centres considering the convenience of the borrowers. 

Financial Position 

48. The comparative financial and other particulars relating to the 
primary land development banks from the year 1968-9 to 1972-3 (as 
on 31 March 1973) are furnished in Statement 4. As will be observed 
therefrom, the borrowing membership of the banks registered a steady 
growth from 30,811 as on 30 June 1969 to 69,836 on 31 March 1973 
which was more than doubled. The paid-up share capital increased 



492 


REPORT ON LAND BANKS IN ORISSA 


more than three times from Rs 41.75 lakhs as on 30 June 1969 to 
Rs 125.20 lakhs on 31 March 1973. The borrowings from the state 
land development bank and loans outstanding against members also 
had risen from Rs 706.57 lakhs and Rs 644.20 lakhs on 30 June 1969 
to Rs 1528.87 lakhs and Rs 1510.62 lakhs on 31 March 1973 
respectively. The loans issued which stood at Rs 222.47 lakhs in 1968-9 
reached an all time high at Rs 416.40 lakhs in 1970-71 and then declined 
to as low as Rs 174.92 lakhs during 1972-3 (up to 31 March 1973). 
The overdues increased from Rs 17.20 lakhs on 30 June 1969 to 
Rs 72.82 lakhs on 30 June 1971 and then to Rs 155.85 lakhs on 
30 June 1972 and further to Rs 292-54 lakhs on 31 March 1973. They, 
however, declined to Rs 188.68 lakhs by 30 June 1973. With the rise 
in overdues the lending programme was reduced as per the standards 
prescribed by the Reserve Bank of India with reference to their per¬ 
centage of overdues to demand. 

Financial and Administrative Weaknesses 

49. The total owned funds of the 55 primary land development banks 
amounted only to Rs 130.49 lakhs, while the overdues from members 
stood at Rs 188.68 lakhs as on 30 June 1973. As their capacity to 
absorb the overdues with their meagre owned funds was very much 
limited, most of the primary land development banks had to commit 
defaults to the state land development bank. In this connexion, it may 
be added that while the overdues of the state land development bank 
from primary land development banks amounted to Rs 143.89 lakhs, 
the overdues of the primary land development banks from their members 
stood at Rs 188.68 lakhs. In the absence of agricultural credit stabiliza¬ 
tion fund in the long-term structure and also in view of the limited 
resources of the primary land development banks, despite the recognition 
of the fact that a major part of the overdues was as a result of failure 
of crops on account of natural calamities like cyclone, floods, drought 
etc., occurred in the state, no conversion/rescheduling facilities as in the 
case of short-term structure could be granted to the borrowers. It is, 
therefore, imperative that the owned funds of the primary land develop¬ 
ment banks should be strengthened adequately. While the establishment 
expenses remained the same, income decreased consequent on the fall of 
loan business affecting profit earning capacity of the banks and the 
financial condition of the primary land development banks deteriorated, 
year after year. The yearly accumulations to the capital in the normal 
course by way of linking of shareholdings to borrowings would be meagre 
especially in view of the fall in their loan operations. In the absence of 
adequate profits, their reserves could not be augmented. In the context 
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of the dynamic role these banks are expected to play for expansion of 
irrigation facilities in the state, especially under the IDA schemes in 
the Fifth Five Year Plan, it is suggested that the government should 
contribute towards share capital of these banks substantially in order 
to enable them to clear off their defaults to state land development 
bank and thus improve their operational efficiency. It may be mentioned 
in this context that as on 31 March 1973, the proportion of government 
capital to the total paid-up capital of the banks was very low at 
about 9 per cent. In view of the present heavy overdues position of the 
primary land development banks, it is not likely that assistance from 
the National Agricultural Credit (Long-Term Operations) Fund would 
be forthcoming for the purpose of share capital contribution. In order 
to rehabilitate the working of these primary land development banks, 
it is necessary that government should come forward to contribute to 
their share capital from their own resources. 

50. Regarding the administrative weaknesses, inadequacy of qualified, 
experienced and trained staff is the main reason for the banks’ becoming 
administratively weak. The staff should be strengthened adequately. 
A bank-wise statement showing the existing staff strength of the primary 
land development banks and the staffing pattern proposed by the state 
land development bank including the technical supervisors to be 
stationed in the primary land development banks, the extra expenditure 
on the additional staff which the primary land development banks would 
not be in a position to bear is furnished as Statement 5. We agree 
with the proposed staffing pattern of each of the primary land develop¬ 
ment banks and recommend that the additional expenditure of 
Rs 7.54 lakhs be shared equally by the Orissa State Land Development 
Bank Ltd., and the state government. In order to give proper orientation 
in the production-oriented system of lending to the junior personnel 
of the banks, viz., supervisors and clerks, arrangements should 
immediately be made by the Orissa State Co-operative Land Develop¬ 
ment Bank Ltd., to conduct short-term training course for them. Similar 
courses were conducted in Tamil Nadu and a copy of the syllabus 
adopted in that state for the said course which was approved by the 
Reserve Bank was also supplied by the local Agricultural Credit 
Department to the Orissa State Co-operative Land Development Bank 
Ltd. We are happy to note that the state land development bank has 
since started such a training course. In order to provide suitable persons 
for being appointed as secretaries and accountants, the cadre scheme 
of key personnel which has been already taken up should be implemented 
fully without further delay. 
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Overdues 

51. One of the most unsatisfactory features in the working of the 
primary land development banks in Orissa is the prevalence of heavy 
overdues. At both the apex and primary levels, the overdues had risen 
rapidly for the last 2 years, as may be observed from Table 8. 

TABLE 8 


Overdues During 1969-70 to 1972-3 



1969-70 

1970-71 

1971-2 

1972-3 

Percentage of overdues at the apex 
level to demand 

18.0 

14.5 

38.8 

42.1 

Percentage of overdues at the 
primary level to demand .. 

25.2 

39.3 

54.2 

48.9 


The demand, collection and balance position of the state land develop¬ 
ment bank for the last four years was as in Table 9. 


TABLE 9 

Demand and Overdues in State Land Development bank 

Rs Lakhs 


Year 

Loans 
advanced 
during 
the year 

Loans 

outstanding 

on 

30 June 

Demand 
for the 
year 

Overdues 
as on 

30 June 

Percentage 
of overdues 
to demand 

1969-70 

343.58 

934.28 

111.01 

19.97 

18.0 

1970-71 

349.09 

1228.66 

145.54 

21.11 

14.5 

1971-2 

297.81 

1463.83 

206.37 

80.12 

38.8 

1972-3 

257.11 

1588.67 

341.50 

143.89 

42.1 


The increase in the demand during 1971-2 of Rs 60.83 lakhs was 
almost matched by the increase in overdues at Rs 59.01 lakhs. Although 
there was additional demand to the extent of Rs 60.83 lakhs during 
1971-2 over the year 1970-71 the increase in the recoveries effected 
stood at Rs 1.82 lakhs. This position signifies the deteriorating trend in 
the recoveries front. Along with the rise in overdues, the advances 
declined during 1971-2, the main reason being the accumulation of 
heavy overdues at the primary level making them ineligible for increased 
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lending programme. The demand, collection and balance position at 
the level of the primary land development banks for the last 3 years 
is given in Table 10. 


TABLE 10 

Demand and Overdues in Primary Banks 


Rs Lakhs 


Year 

No. of primary 
land develop¬ 
ment banks 

Demand 

Overdues 

%of 
overdues 
to demand 

1970-71 

54 

185.33 

72.82 

39.3 

1971-2 

54 

287.71 

155.85 

54.2 

1972-3 

55 

386.32 

188.68 

48.9 


As against the increased demand of Rs 102.38 lakhs for the year 1971-2, 
the recoveries effected were very meagre at Rs 19.35 lakhs. The same 
position, as already mentioned, reflected at the level of the state land 
development bank also. The sharp rise in the overdues position at both 
the levels is a matter of serious concern especially in the context of the 
need for increase in long-term credit for development of agriculture 
in the state both under normal as well as special programmes. 

Analysis of Overdues 

52. An attempt has been made in the following paragraphs to analyse 
the position and locate the causes for overdues. As these details for the 
year 1972-3 were not available, the position as on 30 June 1972 has 
been taken for the purpose of analysis. 

Classification of banks according to the relative percentages 

Details of primary land development banks classified according to 
their percentages of overdues to demand under certain slabs for the 
years 1970-71 and 1971-2 are given in Table 11. It will be observed 
that there were no banks on 30 June 1972 which were entitled to the 
full programme. The percentage of overdues to demand of 51 banks 
exceeded 25 as on that date. 

Zone-wise and District-wise Classification of Overdues 

53. All the 54 primary land development banks can be grouped into 
3 zones—the southern zone covering 14 banks, northern zone 24 and 
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central zone 17. The zone-wise and district-wise position of overdues as 
on 30 June 1972 was as given in Table 12. 

TABLE 11 

Classification of Primary Banks According to overdues 


Rs Lakhs 


Percentage of overd 
to demand 

lues 

1970-71 


1971-2 



No. of 
PLDBS 

Amount of 
overdues 

No. of 
PLDBS 

Amount of 
overdues 

No. of 
defaulters 

Up to 15 


3 

1.14 




Between 16 and 25 


8 

4.94 

3 

3.75 

1036 

Between 26 and 40 


13 

19.38 

9 

24.01 

4842 

Between 41 and 50 


18 

28.20 

9 

21.82 

5033 

Above 50 


12 

19.16 

33 

106.27 

18707 


Total 

54 

72.82 

54 

155.85 

29618 



TABLE 12 

Zone-wise and District-wise 

Overdues 

Rs Lakhs 

Zone 

District 

Amount of overdues 

Southern Zone 

1. Ganjam 

23.68 


2. Koraput 

9.39 


3. Kalahandi 

14.81 


4. Phulbani 

1.58 



49.46 

Central Zone 

5. Cuttack 

30.35 


6. Puri 

7.48 


7. Balasore 

12.55 


8. Mayurbhanj 

3.44 


53.82 


Northern Zone 

9. Sambalpur 

13.28 


10. Bolangir 

11.65 


11. Dhenkanal 

15.75 


12. Keonjhar 

6.97 


13. Sundargarh 

4.92 



52.57 
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The overdues were distributed almost equally in all the 3 zones. They 
were concentrated in 6 districts, viz., Cuttack, Ganjam, Dhenkanal, 
Kalahandi, Sambalpur and Balasore, the total of which being 
Rs^0.07 lakhs constituting more than 50 per cent of the total overdues. 

Period-wise Classification of Overdues 

54. The period-wise classification of overdues as on 30 June 1972 is 
indicated in Table 13. 


TABLE 13 

Period-wise Overdues 


Rs Lakhs 


Overdues 

No. of 
defaulters 

Amount of 
overdues 

Overdues up to one year 

14976 

50.26 


(50.6) 

(32.2) 

Overdues between 1 and 2 years 

8983 

46.42 

(30.3) 

(29.8) 

Overdues between 2 and 3 years .. .. 

3164 

27.78 

\ 

(10.7) 

(17.8) 

Overdues above 3 years . 

2475 

29.99 

(8.3) 

(19.3) 

Unclassified 

20 

1.40 


(0.1) 

(0.9) 


29618 

155.85 


(100) 

(100) 

(Figures in brackets indicate the relative percentages to total) 


More than two-thirds of the total overdues were outstanding for 
over one year and nearly 20 per cent related to those outstanding for 
over 3 years and this related to banks functioning in Ganjam, Cuttack, 
Sambalpur and Bolangir Districts. 


Instalment-wise Classification of Overdues 

55. Overdues classified under first or further instalments on 30 June 
1972 are given in Table 14. The overdues in respect of more than one 
instalment formed more than 65 per cent as a corrollary to those overdues 
outstanding for over one year indicated in the preceding paragraph. 
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TABLE 14 


Instalment-wise Overdues 


Rs Lakhs 


Loan instalment 

No. of 
defaulters 

Amount 

1 st instalment 

15498 

53.88 


(52.3) 

(34.6) 

2nd instalment 

7703 

43.80 


(26.0) 

(28.1) 

3rd instalment 

2901 

28.92 


(9.8) 

(18.5) 

4th and more instalments . . 

1811 

19.45 


(6.1) 

(12.5) 

Unclassified 

1705 

9.80 


(5.8) 

(6.3) 


29618 

155.85 


(100) 

(100) 

Purpose-wise Classification of Overdues 

56. The position regarding overdues classified according to the purpose 

of loans as on 30 June 1972 is given in Table 15. 


TABLE 15 

Overdues According to Purpose 

of Loans 




Rs Lakhs 

Purpose — 

Overdues 

No. of 

Amount 


defaulters 


1. New wells and tanks and repairs to old wells and 

tanks 

12252 

54.85 


(41.2) 

(35.2) 

2. Other minor irrigation purposes including pumpsets. 

oil engmes etc... .. .. .. 

2162 

24.75 


(7.3) 

(15.9) 

3. Purchase of machinery, tractors etc. 

73 

9.67 


(0.9) 

(6.2) 

4. Levelling, bunding and reclamation of lands, barbed 
wire and stone fencing orchards and gardens, soil 

conservation .. 

9921 

47.34 

5. Cattle shed 

(33.4) 

(30.4) 

151 

0.67 


(0.5) 

(0.4) 

6. Redemption of prior debts . . 

1901 

8.00 

7. Others 

(6.4) 

(5.1) 

640 

4.44 


(2.2) 

(2.9) 

8. Special schemes 

846 

1.31 

9. Unclassified 

(2.9) 

(0.8) 

1672 

4.82 


(5.2) 

(3.1) 


29618 

155.85 


(100) 

(100) 
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More than one-third of the overdues accounted for under the purposes 
“New wells and tanks and repairs thereto”. Next to this comes the 
land improvement purpose. More than 70 per cent of the overdues 
related to wells, tanks, land improvement and redemption of prior debts. 
A substantial part of these overdues was reported to be on account 
of misutilization of loans by the borrowers which was as a result of 
ineffective supervision. 


Holding-wise Classification of Overdues 

57. Table 16 gives the classification of overdues with reference to the 
holdings of the borrowers. 


TABLE 16 


Overdue* According to Land Holding 
As on 30 June 1972 


Rs Lakhs 



Particulars of land owned by members 

No. of 
defaulters 

Amount 
of overdues 

1 . 

Below 3 acres . . 


6124 

13.82 




(20.7) 

(8.9) 

2. 

Between 3 and 5 acres 


5736 

22.97 




(19.4) 

(14.7) 

3. 

Between 5 and 10 acres 


5899 

30.45 




(19.9) 

(19.5) 

4. 

Between 10 and 15 acres 


2898 

18.22 




(9.8) 

(11.7) 

5. 

Between 15 and 20 acres 


1583 

13.64 




(5.3) 

(8.7) 

6. 

Above 20 acres 


1351 

18.40 




(4.6) 

(11.8) 

7. 

Unclassified 


6027 

38.35 




(20.3) 

(24.7) 




29618 

155.85 




(100) 

(100) 


Only 23.4 per cent of the total overdues were from the borrowers in 
the holding group of less than 5 acres. More than 51 per cent of the 
overdues accounted for from the borrowers having holdings over 5 acres 
indicating concentration of overdues in the affluent section of the 
borrowers. 


58. From the data given above the following conclusions would emerge, 
(i) There was sharp rise in overdues at both the apex and primary 
levels during the years 1971-2 and 1972-3. 
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(ii) The number of banks, the percentage of overdues to demand 
of which exceeded 25, formed as much as 92.4 per cent of 
the total number of the banks in the state. 

(iii) Overdues had concentrated in a few districts, viz., Cuttack, 
Ganjam, Dhenkanal, Kalahandi, Sambalpur, Bolangir and 
Balasore. 

(iv) More than two-thirds of the total overdues were outstanding 
for over one year. 

(v) The overdues covered by more than one instalment constituted 
nearly 65 per cent of the total overdues. 

(vi) Seventy per cent of the overdues were in respect of loans 
advanced for sinking of wells, construction of tanks, repairs 
to wells and tanks, land improvement and redemption of prior 
debts where a lot of misutilization was reported. 

(vii) A major part of the overdues was outstanding from the well- 
to-do borrowers indicating ineffective action for recovery. 

Main Reasons for Overdues 

59. The main causes for the rising trend of overdues can be traced 
as under : 

(i) Unsound lending policies like improper assessment of valua¬ 
tion of lands and repaying capacity- 

(ii) Wilful defaults and ineffective action for recovery. 

(iii) Misutilization of loans due to lack of proper and systematic 
follow-up action on the part of the banks after the loans had 
been disbursed to the borrowers. 

Further, during the year 1970-71, with a view to push up 
lendings for long-term investment in agriculture, the state 
land development bank had made ad hoc advances to the 
primary land development banks without any formal demand 
from them to the extent of Rs 209 lakhs. The primary lartd 
development banks were allowed to disburse loans in the first 
instance and to adjust the advance received from the state 
land development bank after the formal sanction of the loan 
applications by the state land development bank. The 
advances were made without stipulating a condition in regard 
to the time limit within which the amount should be disbursed 
to members. No utilization certificates were insisted upon 
before subsequent instalments were released to the borrowers. 
Certificates from the borrowing members to the effect that 
they had properly utilized the previous instalments were 
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considered adequate to release subsequent instalments. Thus, 
the normal procedures were totally ignored in the disburse¬ 
ment of loans to members. Such a liberal system of financing 
appeared to have given much scope for indiscriminate sanction 
of loans by some of the primary land development banks 
which ultimately led to large-scale misutilization of heavy 
overdues. 

(iv) Occurrence of successive natural calamities like cyclone, floods 
and drought for the last few years which had not only affected 
the standing crops but also the assets created by the borrowers 
with the help of the loans borrowed from the primary land 
development banks. Therefore, the economic condition of the 
agricultural community was weakened and, especially in the 
absence of adequate stabilization arrangements as in short¬ 
term structure, the overdues had accumulated with the primary 
land development banks. It was observed that as on 31 March 
1973 a sum of only Rs 19.39 lakhs out of the total overdues 
of Rs 292.54 lakhs was covered by legal action. 

Remedial Measures 

60. As has been stressed at several contexts in the preceding 
paragraphs, the solution for bringing the long-term credit structure in 
the state on a sound footing lies in the scaling down of the overdues of 
the primary land development banks which had accumulated on account 
of a variety of reasons, the most important of them being misutilization 
and successive damages caused to the standing crops and farm assets 
of the agriculturists due to frequent natural calamities. Two methods 
are open in this regard, one being the tightening of the recovery 
measures and the other provision of re-scheduling facility to those who 
are affected by the natural calamities. During the field visits, we 
observed that the economic condition of the borrowers in the areas 
affected by drought, cyclone and floods had become paralysed and we, 
therefore, feel that no useful purpose would be served even if coercive 
proceedings are launched in such cases. The only remedy in this regard 
is to re-schedule the due dates giving them the facility of repayment of 
the defaulted instalments in a period of 3 to 5 years. According to the 
data gathered by the state land development bank, on a rough basis, 
regarding the quantum of overdues relating to the areas affected by 
natural calamities requiring re-sheduling as on 30 June 1973, it was 
observed that the percentage of overdues to demand of 22 primary land 
development banks would come down to 25 after the proposed re¬ 
scheduling is effected, as against only 3 banks which are having such 
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low percentage at present. The number of banks whose percentage 
of overdues to demand worked out to over 50 also would decline 
from 28 before re-scheduling to 16 after such a step. If accurate 
information is collected from the primary land development banks in 
this regard, it is expected that a still better picture might emerge on 
account of the proposed re-scheduling. As adequate resources for 
providing such a facility are not available either with the primary land 
development banks or the state land development bank and in the 
absence of stabilization arrangements in the long-term structure, the 
state government have to provide necessary funds for the purpose. 
According to the Orissa State Co-operative Land Development Bank 
Ltd., a sum of about Rs 1 crore will be required in this regard. We 
recommend that initially government may permit utilization of the 
long-term loan of Rs 50 lakhs given to the Orissa State Land 
Development Bank Ltd., for advancing loans in the cyclone affected 
areas which is used by it as a source of interim accommodation at 
present for the said purpose. As already mentioned elsewhere in the 
report, the state land development bank would not experience any 
difficulty in securing adequate interim accommodation even if the said 
sum is earmarked for the purpose of re-scheduling. The question of 
sanction of further assistance by way of a medium-term loan for the 
purpose of re-scheduling may be considered by the government after 
the first phase of the programme with the said sum of Rs 50 lakhs is 
completed. 

61. Apart from the overdues which are solely attributable to the 
natural calamities in respect of which re-scheduling has been suggested, 
there would still be some chronic overdues which have accumulated 
over a period of years for some reason or the other and unless they 
are also reduced simultaneously by some measure, the re-scheduling step 
suggested may not help in achieving the desired objective. We do not, 
however, recommend re-scheduling of such cases as the defaults were 
not on account of failure of crops or in the circumstances beyond the 
control of the agriculturists and the primary land development banks 
should continue to make efforts for their recovery by launching coercive 
proceedings. In order to ensure that such overdues do not come in the 
way of the banks undertaking larger lending programme with reference 
to the standards prescribed by the Reserve Bank, the Bank may consider 
treating the reduction effected in their overdues to the state land develop¬ 
ment bank with the help of government assistance as that made in their 
overdues from members for working out the percentages of overdues to 
demand for the purpose of the lending programme and also for 
considering share capital assistance to the state government in respect of 
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these banks from the Long-Term Operations Fund. For example, if a 
primary land development bank has cleared its overdues to the state 
land development bank with the help of government assistance to the 
extent of Rs 10,000/- it may be construed that it had collected overdues 
from members to that extent and the percentage of overdues to the 
demand worked out on that basis. It may be added in this connexion 
that if for any reason, the government do not find it possible for 
making adequate share capital contribution as suggested from their own 
resources, they may provide assistance by way of a medium-term loan 
repayable in 5 years for enabling the primary land development banks to 
clear off their overdues to the state land development bank. The 
requirement of government assistance in this regard, in our opinion, will 
be of the order of Rs 50.00 lakhs. 

62. There may still be another category of overdue cases belonging to 
well-to-do farmers who had wilfully neglected repayment of their dues 
to the primary land development banks. In such cases the department 
and the primary land development banks have to take stern action for 
recovery by launching coercive proceedings. In cases, where the manage¬ 
ments of primary land development banks are found to be standing in 
the way of institution of recovery proceedings the state land develop¬ 
ment bank may take recourse to the provisions of section 93 of the 
Orissa Co-operative Societies Act or such managements may be 
superseded by the Registrar of Co-operative Societies with a view to 
ensuring effective action for recovery. 

Prospective Role of Primary Land Development Banks 

63. The state government have prepared a project report for 
exploitation of groundwater resources at an estimated outlay of Rs 47 
crores with the help of the International Development Association. The 
Orissa State Co-operative Land Development Bank Ltd., is to take up 
financing of 21,150 dug-wells in 15 project areas through the primary 
land development banks. It has further been proposed in the scheme that 
of the dug-wells proposed, 7,000 would be fitted with electric motors 
and pumpsets and 7,000 with diesel engines and in respect of the 
remaining, indigenous method for drawing water for which no credit 
is required will be adopted. The land development banks are expected 
to advance loans to the extent of Rs 11.50 crores under the IDA Project. 
Taking the requirement under IDA Project and the normal lending 
programme into account, the Orissa State Co-operative Land Develop¬ 
ment Bank Ltd., has proposed in the Fifth Five Year Plan a target of 
Rs 71.47 crores as indicated in Table 17. 
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TABLE 17 

Targets For Loaning in Fifth Plan 


Rs Lakhs 


Programme 

Anticipated 

achievement 



Fifth Plan Period 




1973-4 

1974-5 

1975-6 

1976-7 

1977-8 

1978-9 

Total 

Normal 

650.00 

700.00 

900.00 

1200.00 

1500.00 

1900.00 6200.00 

ARC Schemes 

70.11 

85.16 

67.66 

31.09 

13.82 

5.37 

203.10 

World Bank 
(IDA Project) 

322.04 

372.04 

372.04 

— 

— 

— 

744.08 


1042.15 

1157.20 

1339.70 

1231.09 

1513.82 

1905.37 

7147.18 


As the IDA scheme has not yet started, the anticipated achievement of 
Rs 372.04 lakhs during 1973-4 may percolate into the Fifth Plan bringing 
the Fifth Plan programme to Rs 7519.22 lakhs or roughly Rs 75 crores. 
During the Fourth Plan period, the aggregate advances made by the 
Orissa State Co-operative Land Development Bank Ltd., from 1969-70 
to 1972-3 amounted to Rs 11.76 crores and even assuming that a sum 
of Rs 3.24 crores would be advanced during 1973-4 the total achieve¬ 
ment may not exceed Rs 15 crores in the entire Plan period. 
Considering the present achievement and the financial position and 
working of the primary land development banks, it is very much 
doubtful whether the banks could embark upon such an ambitious 
programme of Rs 75 crores in the Fifth Plan. Assuming that an all-out 
effort would be made by the Orissa State Co-operative Land Develop¬ 
ment Bank Ltd., and the state government for rehabilitating the weak 
banks on the lines suggested by us and taking note of the vast scope 
for increasing the percentage of borrowing membership which is at 
2.1 at present to a substantial extent and the programmes for expansion 
of irrigation facilities proposed in the Fifth Plan especially under IDA 
scheme, we feel that the investment of the land development banks 
during the Fifth Plan may go up to Rs 30 crores, i.e., double the 
existing achievement. We suggest that the target may be revised to 
Rs 30 crores which appears to be a modest venture and every effort 
concentrated for reaching it. 

Sources of Funds 

64. The main sources of funds for the long-term structure are interim 
accommodation, floatation of ordinary, special and rural debentures 
and government loans. These aspects are discussed below in detail. 
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Interim Accommodation 

65. The bank was having interim accommodation from three sources, 
namely, State Bank of India, the state government and the Orissa State 
Co-operative Bank Ltd., Cuttack. Although accommodation was 
available from three sources, the bank enjoyed the facility from Orissa 
State Co-operative Bank only. The State Bank of India provided credit 
almost half of the total accommodation up to 1971-2. Thereafter, it was 
reported to have stated that if the state government and the state 
co-operative bank could not provide the necessary accommodation it 
would provide the same. The Orissa State Co-operative Land Develop¬ 
ment Bank Ltd., was enjoying the interim accommodation from the State 
Co-operative Bank, because the rate of interest charged by the state 
co-operative bank was half per cent less than that charged by the State 
Bank of India. Particulars of interim accommodation availed of by the 
bank during the years 1970-71 to 1972-3 are given in Table 18. 

TABLE 18 


Interim Accommodation—Particulars 


Year 

Source of 
accommodation 

Whether Limit 

guaranteed sanctioned 

by Govt 

Rate of Maximum 

Interest utilization 

(per cent) 

1970-71 

State Bank of India 

Yes 

Rs 50 lakhs 
(Cash credit) 

9 

Rs 52.40 

lakhs 

-do- 

Orissa State Co¬ 
operative Bank 

No 

Rs 50 lakhs 
(loan) 

81 

Rs 50.00 

lakhs 

-do- 

Government of 
Orissa 

Nil 


* 



1971-2 

State Bank of 

India 

Yes 

Rs 50 lakhs 
(Cash credit) 

9 

Rs 37.95 

lakhs 

-do- 

Orissa State Co¬ 
operative Bank 

No 

Rs 100 lakhs 

81 

Rs 34.41 

lakhs 

-do- 

Government of 
Orissa 

No 

Rs 10 lakhs 
(loans) 

71* 

Rs 10.00 

lakhs 

-do- 

1972-3 

Government of 
Orissa 

State Bank of 

India 

No 

Nil 

Rs 50 lakhs 

8* 

Rs 50.00 

lakhs 

-do- 

Orissa State Co¬ 
operative Bank 

No 

Rs 100 lakhs 
(Cash credit) 

9} 

-’ 

lakhs 

-do- 

Government of 
Orissa 

No 

Rs 50 lakhs 
(loan) 

8* 

Rs50.00 


* Subject to rebate of 2 per cent on prompt repayment. 


66. The state government advanced a loan of Rs 50 lakhs to 
the state land development bank repayable in 10 equal annual instal¬ 
ments; the first instalment commencing from second year of drawal for 
enabling the bank to provide loan assistance to cultivators in the cyclone 
affected areas for digging wells and shallow tubewells. As the require¬ 
ments of these areas are met by the bank from its general resources 
and its normal lending programme it was stated that the amount was 
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invested in fixed deposit in the Orissa State Co-operative Bank for a 
period of 5 years at 7% per cent interest. Loans were raised at 1 per 
cent more than the deposit rate, i.e. at 85/2 per cent interest against 
the deposit as and when necessary for the purpose of liquidating the 
borrowings under interim accommodation with the state co-operative 
bank which carries 9 j / 2 per cent interest and also for the purpose of 
lending to the primary land development banks. In other words, the 
bank was u tilizin g the loan as an additional interim accommodation 
available from the state government at concessional rate of interest. As 
the cash credit from the Orissa State Co-operative Bank carries 
higher rate of interest, i.e., 9 / 2 per cent per annum, than the fixed 
deposit at 7J4 per cent it would have been more advantageous 
for the bank to utilize the government loan as interim accommodation 
instead of drawing upon the cash credit available from the Orissa State 
Co-operative Bank. As the government loan has been invested in fixed 
deposit for a period of 5 years, there is at present no alternative for the 
bank except to raise loan against them to the extent permissible and 
utilize them for the purpose of lending before making a resort to the 
cash credit available with the state co-operative bank. 

67. It is understood that the State Bank of India had agreed to 
sanction Rs 1 crore towards interim accommodation for the financial 
year 1973-4 at 9 / 2 per cent interest on the guarantee of the state 
government and government guarantee has not yet been given. With 
this, the total accommodation available for the bank comes to Rs 2/t 
crores which will be quite sufficient to enable the bank to carry out its 
lending programme. Considering the future expansion of its business in 
the Fifth Five Year Plan and the need for the bank to restrict its series 
of debentures to three as fixed by the Reserve Bank of India and also 
the suggestion made by us earlier for utilization of the loan for re¬ 
scheduling overdues arising on account of natural calamities, it seems 
to us that it should be provided at least Rs 1 crore more by way of 
interim accommodation which we hope would be available from the 
State Bank of India in case of need. Thus, we do not envisage any 
difficulty for the state land development bank in raising interim accom¬ 
modation for the purpose of issue of debentures during the Fifth Plan 
period. 

ARC Schemes 

68 . A statement showing the schemes sanctioned by the Agricultural 
Refinance Corporation, the financial outlay thereof, the commitment of 
the Corporation and the progress so far made in their implementation 
is furnished in Statement 6 . The position is summarized in Table 19. 
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It will be observed that the total financial outlay on various schemes 
amounted to Rs 393.93 lakhs, the Corporation’s commitment being 
Rs 300.24 lakhs. Against a sum of Rs 141.73 lakhs that could have been 
lent before 30 June 1973 and a sum of Rs 108.84 lakhs drawable from 
the Agricultural Refinance Corporation on the said date the loans 
actually disbursed by the primary land development banks and the 
debentures floated amounted to Rs 58.05 lakhs and Rs 56.03 lakhs 
respectively. 

69. The progress is anything but satisfactory. It was tardy in respect 
of certain individual schemes like cashewnut development scheme in 
Balasore and Mayurbhanj Districts, land shaping schemes under Salki 
irrigation project in Phulbani District, and Kuradi irrigation project 
in Sundargarh District. The main causes for the slow progress in the 
implementation of these schemes, in our opinion, appear to be that many 
of the primary land development banks functioning in the area covered 
by the schemes did not show adequate interest in the implementation 
of the schemes for the reason of low interest margin available to them 
as compared to the one under normal lending programmes. The stipula¬ 
tion recently made by the Agricultural Refinance Corporation that 
primary banks with overdues in excess of 50 per cent to demand are not 
eligible for refinance from the Agricultural Refinance Corporation is 
found to be another factor accounting for growing indifference of banks 
to schemes. Inadequacy of government technical staff required for 
implementation of the schemes and lack of co-ordination among the 
lending agencies and the government department also accounted for the 
slow progress of the schemes. Appropriate remedial measures are to be 
taken for ensuring utilization of full refinance facilities available from 
the Agricultural Refinance Corporation. One important step in this 
direction, as already suggested, is to bring down the overdues position 
of the banks by means of re-scheduling, share capital contribution etc. 

Rural Debentures 

70. One of the main reasons for decline in long-term credit was the 
inability of the state land development bank to raise rural debentures/ 
fixed deposits to the extent prescribed by the Reserve Bank. The floata¬ 
tion of ordinary debentures has been linked to the floatation of rural 
debentures to the prescribed extent. Though the bank was required to 
float rural debentures to the extent of 2j/ 2 per cent of the approved 
ordinary debenture programme, it was not able to do so during any of 
the years. During 1970-71, as against the target of Rs 14 lakhs of which 
a sum of Rs 6.52 lakhs was to be raised from individuals, only a sum 
of Rs 97,500 was collected. During 1971-2, the target was Rs 12.50 lakhs 
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by rural debentures and fixed deposits. The bank proposed to raise 
Rs 3 lakhs by way of rural debentures and Rs 9.50 lakhs by way of 
fixed deposits and the collections were only Rs 16,800 under rural 
debentures and Rs 42,700 under fixed deposits. For this failure, the bank 
suffered a cut of 33-i per cent in its supported ordinary debenture 
programme for the year 1972-3. As against the target for the year 
1972-3 of Rs 12.00 lakhs (of which Rs 5.83 lakhs were to be raised from 
individuals), a sum of only Rs 0.91 lakh was raised as rural debentures 
and fixed deposits. On account of this shortfall the bank is likely to 
receive sizeable cut in the supported programme for ordinary debentures 
for 1973-4. 

71. It has been represented to us that as half of the population of the 
state belonged to scheduled castes and tribes investible surplus in the 
rural areas is negligible. The coastal districts which can be considered 
to be economically better off were affected by the natural calamities like 
cyclone and drought for the last 2-3 years successively. Apart from the 
economic backwardness of the people of the state the following factors 
also contributed to the inability of the bank to secure subscriptions to 
the rural debentures. 

(i) The rate of interest offered on the rural debentures is in no way 
nearer to the un-official rates prevalent in the rural areas. The 
interest yield is further reduced when the money order 
commission/collection charges of debenture warrants are 
deducted. 

(ii) The state co-operative land development bank was not able 
to establish direct contact with individuals while other 
organizations like the commercial banks and National Savings 
Organization doing business through post office with their net¬ 
work of branches/agencies nearer to the investor were offering 
better facilities to attract them. 

72. In view of the inadequacy of administrative and extension 
machinery at the disposal of the bank and the general economic back¬ 
wardness of the people the bank could not fulfil the target fixed for the 
purpose. We consider that for sometime to come, the floatation of rural 
debentures may not be linked to the supported ordinary debenture 
programme of the bank. 

Ordinary Debenture Programme 

73. During the last three financial years the bank has issued ten series 
from XXIV and all the floatations had been fully subscribed. Details 
are given in Table 20. 
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TABLE 20 


Ordinary Debentures — Particulars 


Rs Lakhs 


Series 

number 

Date 

Issued 

Set Amount 

Subscribed 

XXIV 

26.3.70 

I 

100.00 

100.00 


II 

20.00 

22.00 

XXV 

30.3.70 

— 

20.00 

20.00 

XXVI 

18.9.70 

I 

90.00 

90.00 


II 

25.00 

27.50 

XXVII 

28.1.71 

I 

90.40 

90.62 


II 

40.00 

40.34 

XXVIII 

24.3.71 

I 

80.00 

80.00 


II 

40.00 

42.20 

XXIX 

14.7.71 

I 

60.00 

66.00 


II 

40.00 

42.20 

XXX 

14.1.72 

I 

60.00 

66.00 


II 

40.00 

44.00 

XXXI 

24.3.72 

I 

50.00 

50.00 


II 

25.00 

25.00 

XXXII 

11.8.72 

I 

50.00 

50.00 


II 

25.00 

25.00 

XXXIII 

15.2.73 

I 

50.00 

50.00 



II 

15.00 

15.00 



III 

5.00 

5.00 

XXXIV 

24.3.73 

I 

30.00 

33.00 


II 

30.00 

33.00 


As will be observed from the particulars, in certain series, excess 
subscriptions up to 10 per cent of the floatation had been collected. 
There were, however, shortfalls from the supported programme approved 
by the Reserve Bank, the details of which for the last 3 years are furni¬ 
shed in Table 21. 


TABLE 21 

Ordinary Debentures—Targets and Achievements 


Rs Lakhs 

Year 

Approved supported 
debenture programme 

Debentures 
actually floated 

1970-71 

460.00 

369.49 

1971-2 

380.00 

293.20 

1972-3 

410.00* 

211,00 


* Reduced to Rs 273 lakhs on account of shortfall in rural debenture programme. 
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The ineligibility of several primary land development banks to 
issue fresh loans due to their overdues was attributed for the shortfalls 
in floatation. The performance in this regard could be improved only 
if the off-take of credit is increased at the primary land development 
bank level. 

Reimbursement system of Finance 

74. As mentioned earlier the primary land development banks are 
disbursing loans to members only after getting funds from the Orissa 
State Co-operative Land Development Bank Ltd., in each case. This 
system apart from contributing to the delay in disbursement of loans 
had also resulted in avoidable loss of interest to the primary land develop¬ 
ment banks. As in the case of other states (e.g., Tamil Nadu) cash 
credit accommodation may be made available to the primary land 
development banks at the rate of Rs 50,000 each by the central banks/ 
commercial banks of the area and the primary land development banks 
may be authorised to sanction and disburse loan applications up to a 
limit of Rs 6,000 in each case without reference to the state land 
development bank drawing upon the cash credit. Loans so disbursed 
may be got reimbursed from the state land development bank later. 
With the implementation of our earlier suggestion regarding the station¬ 
ing of the legal assistants of the Orissa State Co-operative Land Develop¬ 
ment Bank Ltd., at the district level in order to avoid duplication of 
work in regard to the scrutiny of title deeds and also to expedite the 
disposal of loan applications, this reimbursement system will be quite 
successful. 

Structural Reorganisation of State Land Development Bank 

75. To have a better control over the primaries the state land develop¬ 
ment bank has already decided to open 6 regional offices covering 13 
districts with an assistant manger and necessary complement of staff with 
powers for sanction of loans up to Rs 15,000 to the primary land 
development banks. To begin with, three offices will be opened. This 
arrangement coupled with the proposal for stationing of the legal assis¬ 
tants at the district level will, it is hoped, go a long way in toning up 
the administration of the primary land development banks. 

Sinking Fund Investment 

76. The investment of the Orissa State Co-operative Land Development 
Bank Ltd., in sinking fund as on 30 June 1971 and 30 June 1972 stood 
at Rs 217.74 lakhs and Rs 323.08 lakhs as against the requirements of 
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Rs 214.38 lakhs and Rs 319.33 lakhs respectively. As on 30 June 1973, 
as against the requirement of Rs 455-70 lakhs the investment amounted 
to Rs 456.50 lakhs. The investments thus exceeded the requirements 
during all these years. As per the approved pattern of the investment 
of sinking fund 60 per cent of the amount was to be invested in the 
debentures of the other co-operative land development banks as well as in 
its own debentures, 20 per cent in government securities while the re¬ 
maining 20 per cent in fixed deposit with the Orissa State Co-operative 
Bank. In this connexion, it was observed that the position as on 30 June 
1970, 30 June 1971 and 30 June 1973 was not in accordance with the 
approved pattern as indicated in Table 22. 

TABLE 22 


Sinking Fund Investment—Particulars 

Rs Lakhs 


Date 

Amount of 
sinking fund 
required to 
be invested 


Amount actually invested in 


Debentures 

Government 

securities 

Fixed 
deposits 
with OSCB 

Total 

1 

2 

3 

4 

5 

6 

30.6.70 

138.11 

87.76 

27.10 

25.76 

140.62 



(62.5) 

(19.1) 

(18.4) 


30.6.71 

214.38 

124.53 

26.75 

66.47 

217.75 



(57.7) 

(12.4) 

(29.8) 


30.6.73 

455.70 

189.28 

62.96 

204.26 

456.50 



(41.3) 

(13.8) 

(44.9) 



NOTE: Figures in brackets represent percentage of each type of investment to the total 
(col. 6) 


The bank will have to adhere to the pattern suggested by the 
Reserve Bank. 

Co-ordination Between Various Term Lending Agencies 

77. Various agencies like the land development banks, the commercial 
banks, the central co-operative banks, Lift Irrigation Corporation etc., 
have been providing long/medium-term credit to the agriculturists in 
the state for digging wells, construction of tanks, etc., and it is, there¬ 
fore, necessary that there should be a close co-ordination between these 
various institutions so as to avoid dual financing in this regard. Before 
sanction of loan by the primary land development bank, it should ensure 
that the member who had applied for the loan had not already taken a 
loan for a similar purpose from any other institution. Whenever the 
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primary land development bank wants information in this regard, the 
other institutional agencies should furnish the same and similarly the 
primary land development banks also will have to furnish such informa¬ 
tion to the other agencies. As far as the co-ordination between the short¬ 
term and medium-term co-operative credit structures is concerned, the 
repaying capacity of the borrower should be taken as the criterion for 
advising the borrower either to take a loan from short-term or long-term 
structure. 

78. In cases where the land development banks have advanced loans 
for improvement of land it is quite necessary that production finance is 
made available to such members invariably, as otherwise the investment 
made for development becomes infructuous. Therefore, the primary land 
development banks should list out members to whom the long-term 
loans have been advanced and furnish such list to the primary agri¬ 
cultural credit societies functioning in the area under copy to the central 
co-operative banks and the central co-operative banks should ensure 
provision of adequate finance to such borrowers who have taken loans 
from the land development banks for the purpose of on-farm investment. 
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STATEMENT 1 

Orissa State Co-operative Land Development Bank—Progress from its inception 


Rs Lakhs 


Year 

Mem¬ 

ber¬ 

ship 

Paid- Out of 
up col. 3 
share share 
capital capital 
contri¬ 
bution 
by 

Govt. 

Res¬ 

erve 

fund 

and 

other 

funds 

Total 
owned 
funds ■ 

Debentures : 
circulation 

in 

Total 

Ordi¬ 

nary 

Rural 

Special 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1938-9 

96 

0.52 

0.25 

_ 

0.52 

_ 


— 

-' 

1939-40 

221 

0.56 

0.25 

— 

0.56 

— 

— 

— 

— 

1940-41 

442 

0.58 

0.25 

0.02 

0.60 

— 

— 

— 

— 

1941-2 

707 

0.61 

0.25 

0.05 

0.66 

— 

— 

— 

— 

1942-3 

852 

0.64 

0.25 

0.09 

0.73 

— 

— 

— 

— 

1943-4 

1030 

0.65 

0.25 

0.12 

0.77 

— 

— 

— 

— 

1944-5 

1307 

0.68 

0.25 

0.12 

0.80 

— 

— 

— 

— 

1945-6 

1696 

0.74 

0.25 

0.11 

0.85 

— 

— 

— 

— 

1946-7 

2054 

0.82 

0.25 

0.11 

0.93 

4.00 

— 

— 

4.00 

1947-8 

2486 

0.91 

0.25 

0.13 

1.04 

4.00 

— 

— 

4.00 

1948-9 

3202 

1.02 

0.25 

0.19 

1.21 

4.00 

— 

— 

4.00 

1949-50 

3633 

1.11 

0.25 

0.18 

1.29 

5.00 

— 

— 

5.00 

1950-51 

4231 

1.20 

0.25 

0.22 

1.42 

5.00 

— 

__ 

5.00 

1951-2 

4725 

1.29 

0.25 

0.32 

1.61 

10.00 

— 

— 

10.00 

1952-3 

5210 

1.34 

0.25 

0.45 

1.79 

10.00 

— 

— 

10.00 

1953-4 

5869 

1.42 

0.25 

0.59 

2.01 

10.00 

— 

— 

10.00 

1954-5 

6670 

1.57 

0.25 

0.72 

2.29 

10.00 

— 

— 

10.00 

1955-6 

9377 

1.94 

0.25 

0.82 

2.76 

10.00 

— 

— 

10.00 

1956-7 

12033 

4.39 

2.25 

0.83 

5.22 

20.00 

— 

— 

20.00 

1957-8 

17352 

7.28 

4.25 

0.95 

8.23 

30.00 

— 

— 

30.00 

1958-9 

20746 

14.74 

11.25 

1.00 

15.74 

42.50 

5.00 

— 

47.50 

1959-60 

26998 

15.51 

11.25 

1.16 

16.67 

42.50 

10.00 

— 

52.50 

1960-61 

29218 

15.97 

11.25 

1.42 

17.39 

52.50 

15.09 

— 

67.59 

1961-2 

30086 

16.87 

11.25 

1.66 

18.53 

62.50 

15.09 

— 

77.59 

1962-3 

29811 

18.59 

11.25 

1.90 

20.49 

77.50 

18.95 

— 

96.45 

1963-4 

29387 

23.63 

14.25 

2.21 

25.84 

122.50 

18.95 

— 

141.45 

1964-5 

28905 

29.42 

17.25 

3.89 

33.31 

172.50 

21.91 

— 

194.41 

1965-6 

28616 

32.06 

17.25 

4.10 

36.16 

277.50 

116.91 

— 

294.41 

1966-7 

26759 

35.67 

17.25 

6.85 

42.52 

328.50 

11.91 

— 

340.41 

1967-8 

25471 

42.73 

17.25 

6.85 

49.58 

445.30 

9.53 

— 

454.83 

1968-9 

24290 

58.44 

27.25 

11.03 

69.47 

720.82 

9.53 

4.00 

734.35 

1969-70 

5237 

76.47 

32.25 

11.01 

87.48 

978.27 

12.73 

24.81 

1015.81 

1970-71 

56 

100.99 

44.25 

22.31 

123.30 

1347.76 

12.73 

31.62 

1392.11 

1971-2® 

56 

111.72 

49.25 

22.12 

133.84 

1635.96 

12.33 

39.02 

1687.31 

1972-3@ 

56 

115.63 

49.25 

21.98 

137.61 

1846.96 

12.68 

56.03 

1915.67 


@ Subject to audit {Conti.) 
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STATEMENT 1 ( Contd.) 

Orissa State Co-operative Land Development Bank—Progress prom its inception 


Rs Lakhs 


Year 

Work¬ 

ing 

capital 

Loans 

ad¬ 

vanced 

Loans 

out¬ 

standing 

Over- 

dues 

Sinking fund 

Inve- Requi- 
sted red 

Net 

profit 

Divi¬ 

dend 

dec¬ 

lared 


11 

12 

13 

14 

15 

16 

17 

18 

1938-9 

0.52 

_ 

_ 

. 

_ 

_ 

(400) 

_ 

1939-40 

0.56 

0.54 

0.54 

— 

— 

— 

0.02 

1% 

1940-41 

1.35 

0.33 

0.84 

— 

— 

— 

0.04 

1% 

1941-2 

1.66 

0.56 

1.35 

— 

— 

— 

0.04 

1% 

1942-3 

2.18 

0.74 

1.98 

— 

— 

— 

0.03 

2% 

1943-4 

2.52 

0.38 

2.12 

— 

— 

— 

(482) 

2% 

1944-5 

2.99 

0.55 

2.52 

— 

— 

— 

(449) 

2% 

1945-6 

3.60 

1.06 

3.27 

— 

— 

— 

0.02 

2% 

1946-7 

5.18 

1.74 

4.68 

— 

— 

— 

0.05 

3% 

1947-8 

7.05 

1.85 

6.09 

- 

0.16 

— 

0.06 

3% 

1948-9 

9.21 

2.15 

7.76 


0.35 

— 

0.06 

3J% 

1949-50 

10.67 

1.82 

9.06 

— 

0.58 

— 

0.08 

3i% 

1950-51 

11.41 

1.93 

10.34 

— 

0.78 

— 

0.16 

4% 

1951-2 

13.11 

1.86 

11.40 

— 

0.93 

— 

0.19 

41% 

1952-3 

14.29 

1.48 

12.02 

0.01 

1.38 

— 

0.22 

4i% 

1953-4 

15.88 

1.90 

12.94 

0.02 

1.80 

_ 

0.22 

5% 

1954-5 

21.29 

2.81 

14.83 

0.04 

2.25 

— 

0.20 

5% 

1955-6 

25.97 

6.37 

20.04 

0.19 

2.75 

— 

0.18 

5% 

1956-7 

34.59 

7.96 

26.56 

0.40 

3.75 

3.40 

0.28 

4% 

1957-8 

47.62 

16.17 

40.85 

0.50 

4.07 

3.52 

0.44 

4% 

1958-9 

65.02 

9.07 

46.81 

0.48 

4.81 

5.05 

0.51 

3% 

1959-60 

69.11 

14.50 

57.05 

0.34 

6.93 

6.70 

0.59 

1% 

1960-61 

84.92 

12.53 

64.68 

0.58 

10.87 

10.54 

0.76 

2% 

1961-2 

103.52 

23.24 

81.97 

0.67 

14.96 

14.58 

1.12 

3% 

1962-3 

143.13 

43.81 

118.58 

1.26 

19.61 

19.17 

1.18 

3% 

1963-4 

195.39 

51.72 

160.97 

1.51 

25.45 

24.85 

1.64 

3% 

1964-5 

259.57 

68.29 

216.91 

2.01 

33.27 

32.88 

2.74 

3% 

1965-6 

338.64 

70.08 

272.34 

3.75 

38.96 

38.75 

2.55 

3% 

1966-7 

444.71 

105.62 

361.01 

3.93 

45.02 

45.01 

4.06 

3% 

1967-8 

605.84 

147.12 

484.18 

9.55 

63.89 

62.82 

2.39 

3% 

1968-9 

810.63 

202.54 

649.89 

15.61 

89.91 

87.52 

5.19 

3% 

1969-70 

111.34 

319.07f 

939.94t 

19.97 

140.62 

137.33f 

13.28 

3% 

1970-71 

1554.66 

349.08 

1225.19f 

21.11 

217.75 

214.38 

13.72 

© 

1971-2* 

1906.60 

297.81 

1462.75t 

80.12 

323.10 

319.33 

6.76 

0 

1972-3* 

2185.88 

257.11 

1606.52t 

143.89 

456.51 

455.72 

21.05 

© 


• Subject to audit. © Not declared. t Figures not reconciled with those in the Text. 
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STATEMENT 2 

District-wise Position of Primary Land Development Banks 
as on 31 March 1973 


Name of the 
district 

Name of the 
co-operative 
land 

development bank 

Name of the 
tehsil/ 

sub-division 

No. of 
blocks 
covered by 
the banks 
under their 
jurisdiction 

No. of 

villages 
in the area 
of operation 
of the bank 

1 

2 

3 

4 

5 

A. Southern Zone 

1. Ganjam 

1. Berhampur 

Berhampur 

5 

464 


2. Chatrapur 

Chatrapur 

6 

586 


3. Aska 

Ghumusar 

9 

1176 


4. Bhanjanagar 


4 

431 

2. Koraput 

1. Gunupur 

Gunupur 

5 

833 


2. Rayagada 

Rayagada/ 

Gunupur 

7 

N.A. 


3. Nawrangpur 

NawTangpur 

10 

881 


4. Jeypore 

J eyporc/Koraput 

15 

1865 


5. Malkangiri 

Malkangiri 

7 

570 

3. Kalahandi 

1. Bhawanipatna 

Kalahandi 

7 

1286 


2. Dharmagarh 

Dharmagarh 

6 

592 


3. Nawapara 

Nawapara 

5 

633 

4. Phulbani 

1. Baudh 

Baudh 

Khandmals 

Baliguda 

15 

4311 

B. Central Zone 

1. Cuttack 

1. Cuttack 

Cuttack 

10 

1185 


2. Banki 

Banki 

2 

170 


3. Jajpur 

Jajpur 

10 

1784 


4. Jagatsinghpur 

Jagatsinghpur 

8 

1245 


5. Kendrapara 

Kendrapara 

9 

1545 


6. Athagarh 

Athagarh 

4 

649 

2. Puri 

1. Khurda 

Khurda 

7 

1123 


2. Puri 

Puri 

11 

1732 


3. Nayagarh 

Nayagarh 

8 

1303 


4. Bhubaneswar 

Bhubaneswar 

4 

462 


(Centd.) 
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STATEMENT 2 {Contd.) 

District-wise Position op Primary Land Development Banks 
as on 31 March 1973 


Name of the 
district 

Name of the 
co-operative 
land 

development bank 

Name of the 
tehsil/ 

sub-division 

No. of 
blocks 
covered by 
the banks 
under their 
jurisdiction 

No. of 
villages 
in the area 
of operation 
of the bank 

1 

2 

3 

4 

5 

3. Balasore 

1. Balasore 

Balasore 

10 

2720 


2. Bhadrak 

Bhadrak 

7 

1326 


3. Nilgiri 

Nilgiri 

NA. 

N.A. 

4. Mayurbhanj 

1. Mayurbhanj 

Baripada 

10 

1873 


2. Karanjia 

Karanjia 

5 

753 


3. Udala 

Kaptipada 

4 

506 


4. Rairangpur 

Bamanghaty 

7 

791 

C. Northern Zone 

1. Sambalpur 

1. Bargarh 

Bargarh 

6 

497 


2. Kuchinda 

Kuchinda 

3 

507 


3. Sambalpur 

Sambalpur 

4 

384 


4. Deogarh 

Deogarh 

4 

846 


5. Rairakhol 

Rairakhol 

2 

363 


6. Jharsuguda 

Jharsuguda 

6 

387 


7. Padmapur 

Padmapur 

6 

702 

2. Bolangir 

1. Bolangir 

Bolangir 

6 

692 


2. Sonepur 

Sonepur 

6 

764 


3. Titlagarh 

Titlagarh 

5 

675 


4. Patnagarh 

Patnagarh 

3 

416 

3. Dhenkanal 

1. Angul 

Angul 

3 

175 


2. Dhenkanal 

Dhenkanal 

3 

N.A. 


3. Kamakhyanagar 

Kamakhyanagar 

4 

48 


4. Athamallik 

Athamallik 

2 

577 


5. Talcher 

Talcher 

2 

301 


6. Hindol 

Hindol 

1 

191 


7. Pallahara 

Pallahara 

1 

303 

4. Keonjhar 

1. Anandapur 

Anandapur 

3 

509 


2. Keonjhar 

Keonjhar 

7 

1145 


3. Champua 

Champua 

3 

442 

5. Sundargarh 

1, Bonaigarh 

Bonai 

4 

558 


2, Panposh 

Panposh 

4 

417 


3. Sundargarh 

Sundargarh 

9 

722 



Viability/Non-Viability of Primary Land Development Banks in Orissa 


518 


REPORT ON LAND BANKS IN ORISSA 



Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

1 1 1 

1 

Yes 

Yes 

Yes 

Yes 

Yes 

1 1 1 

Yes 

Yes 

Yes 

Yes 

|| 1 1 1 

1 1 1 1! 

8 8 8 

1 

MINI 

+ 21195 
+11099 
+ 240 

- 4793 

+ 3384 

- 809 

- 3936 

m m o 

CM CO 07 

CO CM — 

CM CO CM 

+ + + 

07 

CO 

+ 

- 5571 
+ 3321 
+ 4894 

- 5538 
+ 2616 

+ 10194 
+ 11804 

- 483 

- 7607 

- 565 

- 4917 

o m co 
r-» © 

in4- 
CM to ^ 

+++ 

CO 

o 

CM 

+ 

- 3391 

- 1580 

- 3767 

- 5726 

- 4402 

8712 

9974 

4436 

8966 

19 1 1 1 

CO 

CM 

m m o 

CM cm m 
co co to 
to o —• 

CO 

to 

CO 

CM 

799 

2140 

7258 

4809 

+ + 1 | 

+ 

+++ 

1 

+ 11 1 

o in «-4 in 

O © CO CD 

£22 

m 

co 

o> co 07 co o m 

CM t-* CO CO CM r»* 

S3 o> to o> 

O —« 07 m CO 

o co so in 
cm -3* ^ co 

007^ 
oS m co 

in 

cm co eo od in 
co co t-- cm m co 

Sg to co co 
co co cm oo r- 

m 07 co o m 
o> m cm a> © 

CO CM CO 

t>. to 

to 

07 

m^NCONOl 

COOO'tMM 

" o £4 oi io 
ooo + n 

^ co 07 m 

*—« CO CM CM 

m cm co 
m in 

07 

co 

CM tD M CM 07 

co to to cm m in 

to co ~ <o 
cj) to cm 

CM O CM D- CO 
CO <X) tOC7 *-« 

m co co 
m co 

07 

*-* co t". m cm 
07 o co o m 

o o cri co cm 

cr> co co 

COONCOt}- 
*—• CO •"*« CM 

— n- cm 
tO M 4 M 4 

07 

CM 

o ^ in ^ *-i © 
co m in cm *n ^ 

JO CM co r- CM 
co t". —s to CO 

-f CO lO CM CM 
m Oi t"* 

MOO 

to n- cm 

07 

CO 

CO CM CO 07 in 
— co m —. 07 co 

-"tCine-JN 

”■* CM CM ■ 

COOlP'-^'H 

cm — co 

CM CM 

in 

m coico co co ^ 

CM — • CO 

ssssa 

— < m cm co o> 
in o ^ co cm 

-OCO 
CM CO CM 

s 

CM Q M in CM CM 
m ^ co co 

~ gj 2 o to 

«rjc^cMCC« 

0070 
CM CM 

CO 

to CM 00 CO 
~ -* CM 

co in cm o o 

CM O CO tC CO 

O Tf 1 —< m 

co in 07 0 ) -« 

-oim 

07 CO CM 


co p-* 4 O) o r- cm 
co — . cm 

° S 2 

co to ^ »-h 

M M CM 

© 

co >n cm r-» in 

COCOOOp- 

^OiOMO 


— O CO 

07 

CO 

CO 

° Q co to ^ 
*-» © to ' 

07 to co co 

— . cd~~ co 
^ CM — CM 

°? + ;2 

M 4 M 4 CO 

CM 

o r^» n+> co co 

CO M 4 M 4 CM CM 

30- 7-60 
1-12-64 
30- 7-60 
19- 1-65 
25- 3-64 

30- 1-65 
10- 3-65 
16- 2-66 
6- 3-61 
13-12-67 

3- 7-61 
8-11-66 
13- 1-66 

+ 2-66 

5- 3-61 
26- 7-61 
11-12-64 
20-10-67 
7- 7-61 
24- 1-67 





STATEMENT 3 ( Contd .) 


STATEMENTS 


519 


9 §£-§ 
§ 

d v 

3 5 


I III 




co co m m 

CO CM 05 O 
CO CM CM CO 

co m co 
CM 

I ++1 

05 co co m 


in o in 

I ++ I 

O CO O I 
to n- co I 


^0^0 

tDOlTfN 


CO ^ to CM 

C-- O —« CM 

r^* —* co 
CD ^ co 

M'COmM' 
m c* o> cm 

co’ —< 05 
co 

a> CM CD 0 

m to r- —. 

co m cm 

CO CM CO 

r>! — in — 

^ to cm 

in 05 
m cm 

SSS8 

to to 05 
to M* O 

dp d* co* in 

d 05 


o coco o 
o m m cm 

in co co co 
—»—» 

r» 

tD —« CO CO 

CM CM 
CO —» *—« 


CO CM CM r-. 
r^tocMin 


CO ^ to O CM 

N tD N CO *-i O l'* 
O CO CM CM —* CM CM 

o m •—• in CD cm o 

05 to cm to 2 cm 

^ 2 3P. CM o to to 
CO CM CM CM •— CM 

$n r-H CM CD co co m 
co cm 05 co r-* co -<t< 

S co co in 

tO CM CM —. —• CM 


3 CO CM 05 CO 

* o in ^ to 


co §5 a! 5 

•—* CM CO •-* 


M i _« CM 

hi*§s « 


co o in 


co CD co «-"< cm to 


Tt* to ^ ^ 


to to to to 

ci ^ CM o 

.A <*23 

^CM^CM 


^ r* r- 05 
CO to CM CO 


M*'t iO CO O O 
co *h co cm o o> © 

o to in cm co 00 


O O CM M* I s O M* 
iO CM CM »—» —.CM 


oto r> o to r^. on^totoo^ 

up tip to tip tp to tip to tip to to to to (>> 

CM CM CO CM CM —• CM CM ^ 5 -* ^ 

cooi^ in^co* c6 d to c6 d -i 

CM —* r.^—i-^CM CM CM CM CM CM 


%v i! 
0|i&| 

P es wi ■*' 
8 >nnnn 


8-3 3 .-a* SJS 33 ISIS 8-331 

*5 in to *5 co d d —< *£cMcoM<intdr^cQ 

PQ CM CM CM A CM CM CO CO COCOCOCOCOCOCOCO 




STATEMENT 3 (Contd.) 

Viabjuty/Non-Viabuxty of Primary Land Development Banks in Orissa 


520 


REPORT ON LAND BANKS IN ORISSA 




8 | 8 S 
> 1 >«>< 


co co to 

I"- 1 CO lO 
o CM 
CM © 

+ 4-4- 

O I CO —* 

O 

o 4- co 

CM 

4- 4- I 


iUiW 


eoiflON 
co co 


Q--MO>OiO 

^ to m oi 

m CO «-h i cm CD «*5 io 
© lO —« —• CM 

CO CD © lO CO © co 

CO © CD —» —• O *-< 
O © «-• CM CO © ‘O 

incoM'-’'-'^ 

CM —> r>- CO CM co 

4 4 4 4 d 4 4 

CO CO CO 


CM CO —■ ^ 
© f' CO -N 


rf O CO CM 

4 4 '—*© 


*-* co o r>. co cm co 

CO t" CD CO CO CO CO 
CO O CM -4 co —• 

coo^cocmO^co — 
c^. w— 10 If) r— CM CM 

co © © 4 co © »- 

CO © © co co r- o 
"■t 1 co co co r- —« —^ 

co r* co —* cm 4 — 


©r^cooo no cm co © 0 ? m cm 
-H icmo co in 4 ** cm © 


r^* CO CM CM 
CM CM CM 


CM © O »—* CO —< CO 
CM CM CO —« -4 


8 ©^© r* — in © © co 

©CO© ©©©©©©© 

1 1 1 1 1 1 i i 1 1 _ 1 

CO CM CM CO ' CO CM CM CM © CO 


c& t>» cm yb 

« CM CM 


CM C**> 4 d 4 © 
CO 


Q A 

g'&oll §L 

n c O-Mrt 

iUi i 

5 e§ t« H a. 


i =11 s 

ill 1111 

|<q^<hk 2 


SSS I c <s 
>=>!>= 1 >> 


in~co co © © 

© © © © © © 

JI. ' I III 

ON- —« CM —' 

4 © co © 4 d 

CM CM , CM CM 

. . . 5 . . . 


p4 I J 3 ^ || ja 

|!li |!ll 










STATEMENTS 


521 


STATEMENT 4 

Financial and other Particulars Relatino to Primary 
Land Development Banks 

Rs Lakhs 




30.6.69 

30.6.70 

30.6.71 

30.6.72 

31.3.73 

1. 

No. of primary banks 

54 

54 

54 

55* 

55 

2. 

Membership 






(a) Borrowers 

30,811 

41,650 

56,598 

63,558 

69,836 


(A) Non-borrowers 

13,767 

15,305 

16,634 

17,743 

19,320 

3. 

Paid-up Capital 
(a) Individuals 

41.00 

66.11 

90.32 

100.30 

113.98 


(A) State Govt. 

0.75 

6.35 

10.72 

9.78 

11.22 

4. 

Statutory Reserve Fund 

0.76 

1.07 

1.34 

2.43 

2.80 

5. 

Other reserv es 

1.12 

1.58 

1.83 

2.31 

2.49 

6. 

Loans from SLDB 
(Outstanding) 

706.57 

901.59 

1163.20 

1345.15 

1528.87 

7. 

Deposits (Rural debenture 
deposits, etc.) 

1.45 

2.14 

3.31 

4.11 

5.10 

8. 

Overdues to SLDB 






(a) Amount 

(A) Percentage of overdues 

4.64 

4.96 

15.16 

80.12 

263.08 


to demand 

— 

5 

14.5 

39 

77 

9. 

Profit 

5.21 

7.37 

11.60 

15.99 

5.72 

10. 

Dividend declared 

— 

_ 

_ 

_ 


11. 

Cost of management 

5.32 

7.16 

12.00 

14.78 

10.08 

12. 

Percentage of cost of mana¬ 






13. 

gement to working capital . . 

— 

jgjjjSr- 

— 

— 

— 

Investments 







(a) In shares of SLDB 
(A) In Government and 

25.23 

39.26 

53.16 

59.95 

62.43 


other trustee securities 

0.48 

1.43 

1.17 

1.89 

2.60 


(c) Others 

2.87 

4.13 

5.52 

4.80 

5.95 

14. 

Loans advanced during the year 






(a) Under normal schemes 

220.75 

376.26 

404.06 

286.05 

169.06 


(A) Under special schemes 

1.72 

21.03 

12.34 

12.08 

5.86 


(c) Total 

222.47 

397.29 

416.40 

298.13 

174.92 

15. 

Outstandings at the end of 
the year 

(a) Under normal schemes 

639.19 

894.95 

1213.30 

1340.51 

1457.87 


(A) Under special schemes 

5.01 

18.83 

32.27 

47.15 

52.50 


(c) Total 

644.20 

913.78 

1245.57 

1387.66 

1510.37* 

16. 

Overdues to members 







(a) Amount 

(A) Percentage of overdues 

10.54 

9.72 

42.13* 

80.04* 

114.21 


to demand 

23 

25 

39 

54 

87 

17. 

Overdue Interest 






(a) Amount 

6.66 

9.81 

30.63* 

67.17* 

178.33 


(A) Percentage to demand 

14.5 

17 

31.2 

47 

68 

18. 

Rate of interest charged on 
loans 

H 

9 

9 

9 

9i 


N.B. 1. Figures indicated in item Nos. 8, 16 and 17 have been given as per data available 
in the Apex Bank as some primary banks had not supplied the figures. 

2. The outstanding loans at the level of the PLDBs are less than those at the 
CLDB level, during certain years due to the fact that in the absence of 
reimbursement system of finance in the state undisbursed amounts were held with 
the PLDBs and on account of non-receipt of data from 9 PLDBs information 
relating to periods available with the CLDB and the regional office of Agri¬ 
cultural Credit Department had to be adopted in respect of such banks. 

3. Stands for information not available. 

*4. Figures not reconciled with those in the Text. 
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Bhawanipatna 52393 4716 60170 — 4716 4716 
Nawapara 38583 4716 52125 — 4716 4716 
Dharamgarh 35120 4716 53300 — 4716 4716 
Kuchinda 27454 4716 25455 1999 4716 6715 
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Machkandana, Madhapur and Oriya Proposals 

Irrigation Project in Keonjhar District 4.20 3.15 4.20 3.15 1.46 1.14 1.04 submitted 




tut development scheme in Cuttack 


STATEMENTS 


529 


_ !! « 
w> « t: 2 

■5 ! 11 

.S Ht? 
g. ^ a ° 
£ 


| 1 ? 

•S .2 t 

CO -0 (M 


I 

i 

U 

U 

c O 

« .5 

u 

s 

E 

O 

T) 

i 

ft 

! § •§' 

(X G 

3 S 

1 

1 

% 

u 

pq 

i O £ 

CO g 

CO 

PS 




CO 

05 

o 



11. Scheme for Bamboo and Sabai grass cultiva¬ 
tion in Mayurbhanj District 48.00 36.00 Nil Nil — — Scheme com¬ 

menced from 

1973-4 
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Appendix 10 


REPORT OF THE STUDY TEAM ON THE WORKING 
OF THE CO-OPERATIVE LAND DEVELOPMENT 
BANKS IN RAJASTHAN 

Introduction 

The Study Team comprised the following : 

Shri B. L. Jain Convener 

Assistant Chief Officer 
Reserve Bank of India 
Jaipur 

Shri M. L. Jain Member 

Joint Registrar (Banking) 

Co-operative Department 

Rajasthan 

Jaipur 

Shri S. K. Mathur Member 

General Manager 

Rajasthan Rajya Sahakari Bhumi 

Vikas Bank Limited 

Jaipur 

Shri M. P. Saxena Member 

Deputy Director 

Agricultural Refinance Corporation 
Jaipur 

Methodology of the Study 

2. A set of proformas was sent to all the 35 primary land development 
banks (PLDBs) in the state for collecting relative data regarding the 
working of the central and primary land development banks. The Team 
visited for intensive study, during June and August 1973, 7 primary 
banks, viz., Alwar, Bundi, Beawar, Pali, Bhilwara, Doongarpur and 
Tonk. During these visits, discussions were held with a number of 
officials and non-officials. Discussions were also held on 14 July 1973 
with the representatives of the state government. 
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Legislation 


Land Tenure System 

3. Under the Rajasthan Tenancy Act, 1955 the ownership of all 
agricultural lands vests with the state and the tiller of the land enjoys 
an undisturbed possession of the land. There are now two classes of 
tenants namely khatedars and ghair-khatedars. Khatedars have been 
given the right to transfer by sale or gift their interests in the whole or 
part of their land holdings. The khatedar can make usufructuary 
mortgage of his holding (for a period not exceeding 10 years) and a 
simple mortgage for obtaining a loan from the land development bank 
or a co-operative society registered or deemed to have been registered 
under the Rajasthan Co-operative Societies Act, 1965 or such other 
institution as is notified by the state government in this behalf. In 
pursuance of the recommendations of the Talwar Committee, commer¬ 
cial banks have also been included in the list of notified institutions in 
the draft amendments approved by the Rajasthan Government. A 
khatedar has heritable and transferable rights in lands, but a ghair- 
khatedar has only heritable rights and does not have transferable right 
or interest in land. Earlier, a ghair-khatedar could not transfer his 
interest or right in the land cultivated by him, but as a result of the 
amendment to the Rajasthan Tenancy Act, a ghair-khatedar can also 
now mortgage his holding with the prior permission of the Collector or 
any authorized revenue officer as required in terms of section 43 of the 
Act ibid. At present the sub-divisional officers have been authorized for 
this purpose. Since these officers are posted at sub-divisional level, these 
powers could also be delegated to tehsildars which will save to some 
extent, ghair-khatedars from travelling long distances to obtain the 
required permission for mortgaging their lands to enable them to raise 
a loan from the bank. 

Ceiling Laws 

4. The land development banks are exempted from the provisions of 
the Rajasthan Tenancy (Fixation of Ceiling Land) Rules, 1963 and 
amended from time to time regarding maximum holdings under sub¬ 
section 30(g) of the Rajasthan Tenancy Act and they could acquire, 
hold or retain lands in satisfaction of their claims in excess of the ceiling 
fixed under the Rajasthan Tenancy (Ceiling of Holding Act—Amend¬ 
ments) Act, 1969. In the case of provision of loans to such of the 
members who have lands in excess of the area allowed to be retained 
under the Act ibid, the lending policy of the central land development 
bank (CLDB) is that the lands affected under the above Act should be 
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mortgaged in full by the borrowers, but for the purposes of valuation 
and determining the eligibility of the loan, only the permissible land 
holding should be taken into account. The present ceiling for the best 
quality land with assured irrigation and capable of yielding two crops 
is 18 acres. The limit for holdings under assured irrigation but giving 
only one crop is 27 acres. The other categories are fertile, semi-fertile 
and hill region areas (54 acres) semi-desert areas (150 acres) and 
desert areas (200 acres). 

The Rajasthan Colonization Act 

5. The procedure for acquisition of rights in agricultural lands in the 
colony areas has been defined in the Rajasthan Colonization (General 
Colony) Conditions, 1955. As per condition 9, all grants made under 
this condition shall be initially on a ghair-khatedar tenancy basis and 
by way of a lease for a period of 10 years from the date of commencement 
of the grant. At or after the expiry of 7 years from the date of the 
commencement of the grants, the grantee having paid to the state 
government the balance purchase money shall be entitled for a sanad 
conferring on him a right of khatedari tenant. Section 13 of the Rajasthan 
Colonization Act, 1954, provides that none of the rights or interest vested 
in a tenant by and under this Act shall without the consent in writing of 
the Collector be transferred or charged by any sale, exchange, gift, 
mortgage other than a sub-lease for not more than one year in the case 
of a tenant who has not acquired khatedari rights and 5 years in the 
case of a tenant who has acquired khatedari rights. It would appear that 
even a khatedari tenant cannot mortgage his land within 5 years of the 
acquisition of such rights without the permission of the Collector. This is 
a restrictive provision. The state government may suitably amend the 
above provision to the effect that the restriction imposed in section 13 of 
the Act ibid, will not be applicable in the case of a khatedar or a tenant 
allottee mortgaging his land in favour of co-operative institutions. At 
the most the permission of the Collector/Sub-divisional officer may be 
made necessary in the case of ghair-khatedars as is the provision for 
ordinary ghair-khatedars. 

The Rajasthan Minor Irrigation Act, 1953 

6. In order to make provision for the construction, improvement and 
maintenance of minor irrigation works, the state government enacted 
the above legislation to acquire agricultural lands for improvement. 
In the Act, a minor irrigation work is defined as an irrigation, sub¬ 
mersion, drainage or protective work or system of such works, natural 
or artificial, the construction or maintenance of which by the state 
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government appears to call for action provided that the cost of such 
construction or in the case of maintenance the value of such work or 
works does not exceed Rs 15,000. Under the Act, the state government 
may get the scheme prepared for the above purpose and may proceed 
for execution of the same. The state government is empowered to 
reimburse itself for any expenditure which it incurs or agrees to incur 
in carrying out of any such approved scheme by imposing levy on 
the owners of land within the benefited area. Where such benefit takes 
the form of direct irrigation, percolation, submersion, improvement of 
the water supplies in wells or drainage of excessive water or otherwise 
a uniform rate or differential rate as decided by the state government, 
may be charged. 

The Rajasthan Soil and Water Conservation Act, 1964 

7. The Rajasthan Soil and Water Conservation Act, 1964 provides for 
establishment and constitution of a Soil and Water Conservation Board 
at the state level and District Soil and Water Conservation Committees 
at the district level. Section 4 of Act provides for notifying the areas to 
regulate, restrict or prohibit the clearing or breaking up of the land for 
cultivation. Section 23 of the Act provides for the appointment of an 
executive officer to ensure execution of plans approved by the govern¬ 
ment. Section 24 inter-alia provides that the executive officer may, by 
notice require any beneficiary to carry out at his own cost any work 
specified in the notice in the manner and within the period mentioned 
therein. Where the beneficiary intimates in writing to the executive 
officer that he is unable to carry out the work within the time aforesaid 
or if the work is not carried out to the satisfaction of the executive officer 
by the date fixed in that behalf or within such further time as he may 
allow, the executive officer shall get the work carried out and recover 
the expenses incurred from the beneficiary as arrears of land revenue. 
Notwithstanding anything contained in the section referred to above, 
where the plan is sanctioned by the state government or the Board or 
where it is sanctioned by the district committee, such committee or where 
it is sanctioned by the district soil conservation officer, such officer is of 
the view that it will be in the interest of the general public to have a 
work carried out by the executive officer, it may direct the said officer 
to carry out the work and the cost of such work shall be recovered by the 
executive officer from the beneficiary or from the beneficiaries in such 
proportion as the Board or the district committee or the district soil 
conservation officer, as the case may be, may fix. If the costs are not 
paid by the beneficiary or the beneficiaries within the prescribed time, 
such beneficiaries shall be liable to pay the prescribed interest. The 
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costs directed to be recovered as above together with interest shall be 
recoverable in equated instalments payable on the date fixed for the 
payment of the first instalment of land revenue as may be prescribed. 

Rajasthan Land Development Corporation—Draft Bill 
8. Integrated development programmes for the Command Areas of 
(i) Rajasthan Canal (Stage I), (ii)Chambal and (iii) Gang-Bhakra 
have been proposed. The programmes for land development which have 
been planned as a part of these Plans are the following:— 


Project 

Ha. (lakh) 

Physical Programme 

RCP 

2.00 

1 Lining of water courses 2 lakh Ha. 

j Land levelling 33,000 Ha. 

Chambal 

0.50 

Land shaping etc.—50,000 Ha. 

Gang-Bhakra 

0.75 

Lining of water courses — 
75,000 Ha. 


Rajasthan had some experience of land development programme 
and its execution through bank finance in 2 ARC/LDB projects in 
Kota/Bundi, 1 ARC/AFC/commercial banks project in Kota, Bundi 
and 1 ARC/AFC/commercial bank project in Bhakra. Apart from this, 
two pilot projects have been financed by the Ministry of Agriculture 
in Chambal and RCP. A project has also been initiated in Gang Canal 
at present financed through medium-term loans provided by the central 
co-operative bank, Gangnagar. 

9. The Integrated Command Area Development Projects of RCP and 
Chambal are likely to be financed by the World Bank. In connexion 
with the proposed projects the state government have decided to set up 
a Land Development Corporation and the Land Development Corpora¬ 
tion Act has been drafted. The salient features of the proposed 
corporation are : 

(i) To initiate, plan, undertake or cause to be undertaken the 
programmes of carrying out on-farm works of land develop¬ 
ment including land shaping, lining of water courses, con¬ 
struction of field drainage and field roads etc., in the com¬ 
mand areas of the Rajasthan Canal, Chambal and Gang- 
Bhakra Projects or such other areas as may be selected by 
the Government of Rajasthan for taking up such develop¬ 
ment programmes. 

(ii) Draw up projects for various areas and advise the Govern¬ 
ment of Rajasthan on the strategy of land development and 
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infrastructure programme covering roads, marketing, village 
development, remodelling of canal systems where necessary etc. 

(iii) Operate as an agency for financing the various projects of 
land development and infrastructure investment schemes in 
both occupied (permanently allotted to the farmers) and 
unoccupied (unallotted and temporarily allotted) land, the 
management of which is entrusted to the corporation by the 
allottees of land in the area selected for land development. 

(iv) Borrow or raise money or to receive money as deposit on 
interest etc. 

The draft Act also provides that wherever such schemes are 
financed or executed through the corporation, the cost will be recovered 
from the beneficiaries. It shall be obligatory for all holders of land 
coming within the purview of a compulsory land development scheme 
to be financed by the corporation, to apply for ordinary loans if they 
have the legal capacity or otherwise for special loans to the extent of 
the amount likely to be recoverable from them within the time fixed 
in any notice published by the corporation or served on individual 
cultivators, unless under the scheme the cultivator has option to execute 
the work himself or he tenders payment to the corporation of the 
amount required. 

Procedure adopted for establishing title 

10. Along with the loan application the following copies of revenue 
records are also submitted by the applicant to establish his rights 
on land : 

(i) Purcha settlement 

(ii) Jama-bandi 

(iii) Mutation 

(iv) Khasra girdawari 

(v) Field map 

Of these, first two are considered as record of rights which establish a 
legal presumption of their being correct till they are rebutted. Such 
presumption is attached with them under section 140 of the Rajasthan 
Land Revenue Act. Purcha is a document which is issued by the 
settlement department recognizing the rights of a tenant on the lands 
having some special kinds of rights under the law. It contains the 
description of land, its kind and rent. After the settlement is done, the 
same entries are made in the tehsil record called jama-bandi which is 
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prepared at the end of every four years. It may be added that the 
record of rights (pure ha and jama-bandi ) is not a conclusive document 
of title although it is prima facie evidence of the existing title. The main 
importance of such record may be a fiscal one for the government. 
There may be cases where the record of rights may contain only one 
name but there may be a number of claimants under the law who can 
successfully get the land partitioned and who have been ignored at the 
time of mutations. Section 40 of the Rajasthan Tenancy Act, 1955 has 
prescribed the mode of succession as per personal law. In the case of 
Hindus, the Hindu Succession Act is applicable and yet the mutation 
order does not cover the female heirs. Further, according to section 30 
pertaining to ceiling of land, land in excess of the prescribed ceiling 
cannot be alienated. Similarly, under section 42 of the said Act, transfer 
of land is not permissible by scheduled castes and scheduled tribes to 
other than those who belong to these categories. 

These difficulties may be overcome if it is ascertained how and when 
a tenant acquired the rights on the land and in the case of succession, 
the genealogical table of the borrower is obtained and studied. If the 
rights have been acquired by a sale, the sale deed is legally studied with 
a view to ascertaining that the seller had legal and complete title to 
the land. In some districts it was represented by a number of non-official 
co-operators that the practice of obtaining genealogical tables might be 
discontinued with a view to simplifying the loan procedure. After 
examining various aspects the Team feels that under the present land 
legislation, this table cannot be eliminated. 

Loans to Co-sharers 

11. Loans are given by land development banks against mortgage of 
lands held jointly without making the other joint-holders party to the 
mortgage deed. This may create difficulty inasmuch as there may or may 
not be a definite demarcated share of co-sharer in the record of rights. 
Even if the share is definite, the co-sharer having possession cannot claim 
the land to be exclusively in his favour as the right in land vests in all 
the co-sharers. There are no exclusive rights as such to any of the co¬ 
sharers to create a legal charge by way of declaration or mortgage on 
such lands held in joint names. This can only be done when all the 
joint-holders are made party to such a deed. Thus when a loan is 
advanced to a cultivator against mortgage of his share in a land having 
joint khata, it should be ensured that all the joint-holders are made 
co-borrowers or co-obligants to obviate these difficulties. The matter 
was, however, examined and the Co-operative Department had advised 
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that it is a well settled law that a co-sharer in a holding can transfer 
his share or interest therein and the transferee or purchaser of such a 
share from a co-sharer gets only an undivided share and that confers 
on him a right to sue for partition and take possession of his share. 
Section 44 of the Transfer of Property Act and section 43 of the 
Rajasthan Tenancy Act are quite clear on this point. As such the land 
development bank has to grant loans against the security of undivided 
share of the holding only and there is no other alternative. The remedy 
suggested by the Reserve Bank of India, vide their letter No. AGD. 
(ND)116/04/(Raj)-72/3 dated 14 July 1972 that mortgage deed 
should be executed by all the joint-holders of the land either as a 
co-sharer or co-obligator was not found practicable according to the 
banks which have observed that the other co-sharers should not be 
forced to execute a mortgage deed for one’s share, when a loan is being 
taken by other co-sharers. The bank’s plea is that when an undivided 
share is legally transferable, it should be in order to grant loan against 
its security. The state land development bank has issued two circulars 
dated 29 November 1972 and 9 May 1973 indicating therein the method 
of obtaining security as per government’s order. 

Public Enquiry 

12. In terms of section 81 of the Rajasthan Co-operative Societies 
Act, 1965, public enquiry has to be instituted and conducted in the 
prescribed manner for the establishment of title before grant of loan 
by the land development banks. Formerly the district assistant registrars 
were appointed as public enquiry officers for this purpose. These 
officers have multifarious duties—administrative and other—and con¬ 
sequently low priority to the work of public enquiry was given by 
them. As a result, this work at times was inordinately delayed at their 
level. In order to minimise such delays the state government, in exercise 
of the powers conferred by rule 40 of the Rajasthan Co-operative 
Societies Rules, 1966 has appointed the land valuation officers attached 
to the district assistant registrar for each primary land development 
bank as public enquiry officers, vide government notification No. F. 4 (2) - 
Coopi/1/71 dated 23 June 1971 from the Special Secretary to the 
Government of Rajasthan (Co-operation Department), Jaipur. It was 
represented to our Team that the system of public enquiry caused undue 
delay in the disposal of loan cases. It was pointed out that rarely any 
objection was received from any quarter at the public enquiry and 
it served only a limited purpose in view of other safeguards taken 
while sanctioning loans like ‘no dues certificate’ from the revenue 
department, panchayat samitis, co-operative societies and genealogical 
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tables and applicant’s affidavit etc. This system might be dispensed with 
in order to quicken the disposal of loan cases. We consulted the law 
officer of the CLDB and he was also of the similar view. A suggestion 
was also made by law officer of the bank that the Purcha settlement if 
obtained will be sufficient in lieu of public enquiry. In case the sugges¬ 
tion is accepted, the Co-operative Societies Act, 1965 will have to be 
amended suitably. 

Legal Opinion 

13. The opinion of the legal adviser is obtained both at the level of 
the PLDBs and CLDB. As per the existing procedure, the application 
and the document of title are referred to the legal adviser of the 
PLDB and the loan is sanctioned if the documents are found by him 
to be in order. In case the loan amount is in excess of Rs 10,000, the 
application is again subjected to legal scrutiny by the legal adviser of 
the CLDB. Some of the objections raised by the legal adviser relate even 
to the authenticity of the documents notwithstanding their being 
prima facie in order, particularly when the public enquiry under section 
91 of the Rajasthan Co-operative Societies Act, 1965 is a statutory 
measure to safeguard against such defects in title. It is desirable that 
the documents are examined thoroughly at one point, i.e., at the level 
of the primary bank. The major irregularities in the documents observed 
by the CLDB during the last five years or so may be listed and circulated 
among the primary banks for their guidance. Such a procedure will do 
away with the need for detailed examination at the level of the CLDB. 

14. Services of legal advisers in all the banks are hired on a case to 
case basis on a fixed fee known as legal fee. In big banks where loan 
business has exceeded Rs 1 crore, a whole-time advocate may be 
appointed. We have worked out the economics of a whole-time advocate 
for a primary bank and found that the fee received from the borrowers 
will not only be sufficient to pay his salary, i.e., Rs 500 per month but it 
may also result in some saving to the bank. Further, in off time, he can 
be asked to do post-disbursement scrutiny of loan files. This system may 
be considered for adoption by the CLDB. 

Copies of Revenue Records 

15. Despite there being standing instructions to the revenue officials to 
supply copies of the required revenue records, particularly relating to 
title, these cannot be obtained in practice without payment of extraneous 
fees and even when these are issued, the personal law makes it difficult 
to determine the claims of the applicants. The daughters who are lawful 
claimants under the Hindu Succession Act applicable in the case of 
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devolution of tenancy rights in Rajasthan generally do not find place in 
these records. In view of this, there appears to be a need for further 
simplification of the tenancy laws. In addition there should be periodical 
meetings at the tehsil level of all the patwaris as well as of the land 
valuation officers/supervisors wherein all the copies of the required 
revenue records could be obtained. In this context it may be added that 
because of such avoidable difficulties experienced, the state government 
had decided to issue pass book to each cultivator containing the com¬ 
plete record of the nature and description of the land held, right over 
such land, transfer of interest/right in such land, etc. These pass books 
are reported to have not been supplied to all the cultivators in all the 
districts so far. The state government may expedite the work of issue 
of these pass books to all the khatedars so that there may not be any 
difficulty to such of these cultivators who want to borrow from the 
land development banks. 

16. The procedure for the registration of mortgages and leases in 
favour of the land development banks is governed by section 95 of the 
Rajasthan Co-operative Societies Act, 1965 and rule 82 of the Rajasthan 
Co-operative Societies Rules, 1966. These provide for a simplified pro¬ 
cedure for registration of mortgages by the banks. 

Record of Rights 

17. Under the land reform measures, enormous work has yet to be 
done in the matter of redistribution of land and establishment of owner¬ 
ship rights for individual holders. The problems which stand in the 
way of conferment of ownership rights are mainly the corrections needed 
in the record of rights and in bringing them up-to-date. Without this, 
it is difficult for the cultivating tenant to hypothecate his interest in the 
land for obtaining institutional credit. 

18. During the Fourth Plan, some programmes have been initiated 
for correction of land records in the districts of Kota, Bharatpur, 
Chittorgarh and Bhilwara. It is expected that by the end of 1973-4 
the record of rights and village maps will be made up-to-date in these 
districts. Work on surveys and correction of record operations was 
taken up in Ajmer District under a special programme which has also 
been completed. 

19. During the Fifth Plan, the state government has proposed to 
take up the land records correction work in the areas having major 
agricultural production potential. It has also been proposed in the draft 
plan that priority would be given to SFDA/MFAL agency districts, 
areas under the minor irrigation programmes of the ARC and canal 
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command areas of Rajasthan/Bhakra/Gang/Chambal projects. The 
state government has decided that, in all, 67 tehsils covering 11814 
villages will be taken up for correction and making the land records 
and village maps up-to-date during Fifth Plan period in a phased 
manner. 


Land Development Banking in the State 

20. The organizational structure of long-term co-operative credit in 
Rajasthan State is federal in character with the Rajasthan Rajya 
Sahakari Bhoomi Vikas Bank Ltd., at the state level and affiliated primary 
land development banks at the district/sub-divisional/tehsil level. The 
Rajasthan Rajya Sahakari Bhoomi Vikas Bank Ltd., was registered on 
26 March 1957 and at present 35 primary land development banks 
are affiliated to it. 


Progress of the Central Land Development Bank 

21. The progress made by the Rajasthan Rajya Sahakari Bhoomi Vikas 
Bank Ltd., since its incorporation in 1957 is given in Table 1. 


TABLE 1 

The Rajasthan State Co-operative Land Development Bank—Particulars 

Rs Lakhs 


Year 

Paid-up 

share 

capital 

Reserve 

Fund 

Debentures 

issued 

Loans 

Issued 

Profit (+)/ 
Loss (—) 

1959-60 

5.99 

0.28 

_ 

0.74 

— 0.03 

1960-61 

6.23 

0.28 

— 

5.39 

+ 0.03 

1961-2 

6.75 

0.29 

15.00 

13.47 

+ 0.03 

1962-3 

17.36 

10.31 

11.00 

11.60 

+ 0.23 

1963-4 

17.87 

0.31 

_ 

10.01 

+ 0.60 

1964-5 

20.34 

0.64 

24.00 

22.10 

+ 0.31 

1965-6 

24.15 

0.64 

40.00 

37.89 

+ 0.47 

1966-7 

28.09 

0.68 

80.00 

86.87 

+ 0.83 

1967-8 

41.29 

0.68 

124.75 

181.58 

+ 2.57 

1968-9 

62.94 

0.68 

210.95 

243.29 

+ 4.60 

1969-70 

79.05 

0.68 

316.15 

362.44 

+ 8.77 

1970-71 

107.07 

0.69 

411.79 

464.84 

+ 10.88 

1971-2 

133.34 

0.69 

385.95 

359.21 

+ 19.45 

1972-3 

143.39 

7.59 

306.25 

372.53 

+21.38 


Although the bank was registered in March 1957, no loaning was done 
till 1959-60 mainly because of certain legal impediments in creating 
charge on land. The lending policy of the bank also could not be finalized 
for long. Besides, there were no primary banks excepting a few; there 
were only 4 banks up to 1958-9. The work of organization of primary 
banks got momentum only in 1959-60. There was no trained staff 
available with the bank. It was only from 1964-5 that the business of 
the bank gradually increased. Till 1970-71, the progress was steady but 
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there were many defects in loaning policies and procedures, e.g., there 
was no check over utilization of loans which resulted in overdues. 
Because of the introduction of the financial discipline by the Reserve 
Bank for regulation of advances according to overdues at the level of 
primary banks since 1970-71, the loaning showed a declining trend. 

Loan Policies and Procedures 
Purposes 

22. The purposes for which loans can be granted by the land develop¬ 
ment bank are enumerated in section 84 of the Rajasthan Co-operative 
Societies Act, 1965. These purposes, inter alia , include construction and 
repairs of wells, tanks and other works for the storage, supply and 
distribution of water for purposes of agriculture, preparation of land 
for irrigation, reclamation horticulture, construction of farm houses, 
purchase of farm machinery etc., in addition to loans for redemption 
of prior debt and purchase or acquisition of title to agricultural land. 
Section 84(b) (iii) (a) empowers the state government to include any 
other purpose as may be deemed necessary. The purpose-wise classifica¬ 
tion of loans issued during the years 1969-70 to 1972-3 is given in 
Statement 1. It would be observed therefrom that all loans issued by the 
bank during this period were for productive purposes and more than 
90 per cent were for easily identifiable purposes. Loans for non-produc¬ 
tive purposes like purchase of rights in land and for redemption of old 
debts have since been stopped. Loans for identifiable purposes mainly 
include loans for sinking of wells, installation of diesel oil engines/electric 
motor pumpsets and purchase of tractors. The bulk of the total loans 
was issued for these purposes as may be seen from the details given 
in Table 2. 


TABLE 2 

Main Purposes of Loans under Ordinary Programme 


Total ordinary Of which loans issued for 

loans -_________ 

advanced Sinking of wells Pumpsets (Electric 
---- and Diesel) - 


Rs Lakhs 


Tractors 


No. Amount 


No. Amo- % to No. Amo- % to No. Amo- % to 
unt total unt total unt total 


1969- 70 

1970- 71 

1971- 2 

1972- 3 


277 2854 
371 2743 
228 2007 
157 1774 


123 44.4 1168 
115 31.0 1813 
79 34.7 1662 
67 42.8 1648 


60 21.8 
94 25.4 
80 35.1 
70 44.6 


356 64 23.3 

577 128 34.7 

289 65 28.6 

79 19 12.3 
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Loans for the above three identifiable productive purposes constituted 
89.5 per cent, 91.1 per cent, 96.4 per cent and 99.6 per cent of the 
total loans issued under ordinary loaning during 1969-70, 1970-71 
1971-2 and 1972-3 respectively. The stipulation that the availability 
of support to debenture programme for 1970-71 and onwards would be 
governed by the fact that at least 90 per cent of the loans issued during 
this period would have to be for productive purposes of which not less 
than 70 per cent should be that for easily identifiable purposes, was 
reported to have been complied with. 

Scales of Finance 

23. In terms of the CLDB’s circular No. 284 dated 7 October 1968 
it has fixed scales of . finance purpose-wise on a unit basis for the whole 
of the state as given in Table 3. 


TABLE 3 
Scales of Finance 

Maximum limit 


Purpose of loan 

(1) Sinking of new well 7,000 

(2) Deepening and repair of well 2,000 

(3) Completion of well or for conversion of kuchha well into pucca (con¬ 
crete) masonry well 4,000 

(4) Construction of farm house and cattle sheds 2,000 

(5) Construction of water tank, digging etc. 3,000 

(6) Small tractors for farmers having land of 15 bighas (approxi¬ 
mately 10 acres) or over 10,000 

(7) Large tractors for farmers having lands of 25 bighas (16 acres) or over 30,000 

(8) Construction of engine house 500 

(9) Construction of small irrigation tanks, levelling and bunding etc. 5,000 


The bank has not, however, fixed scales of finance per acre for items 
like reclamation, levelling etc. Loans were being advanced within the 
maximum limit of Rs 25,000 for all purposes and Rs 30,000 for tractor 
in terms of the lending policy brought into force since 14 November 
1969. Loans were advanced depending upon the eligibility for loans 
calculated on the basis of valuation of the lands offered for mortgage as 
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security for the loan. Comments on important purposes against which 
loans are advanced are given below: 

(i) Wells 

24. The estimates of the cost of wells were not worked out under 
ordinary loans by a competent technical staff, by the borrower or the 
land valuation officer. The cost of digging of well and other land 
improvements was altered without indicating the reason for the same. 
Loan was recommended normally on the basis of the eligibility of the 
borrower with reference to valuation of land. The bank should work out 
the standard cost for small, medium and large wells in each homogeneous 
area based on its own experience as well as of the farmer himself with 
the aid of data provided by the Agriculture Department and Ground- 
water Directorate and indicate these as maximum for loans in respect 
of the different areas. If the amount of loan applied for is higher than 
the standard cost for a well of a particular size, only the standard cost 
may be sanctioned and the applicant may be asked to find the balance 
of the amount out of his own resources. 

25. Similarly, cost of repair of wells should also be standardized by the 
bank on a realistic and average basis. The chances of a bank allowing 
a grossly overestimated loan amount will be minimized if reasonable 
care is taken. A serious danger in the case of loans for wells is that 
available sub-soil water might have been already exploited and the 
investment for new wells could prove to be infructuous. In the case of 
tubewells where the work is generally undertaken by a government 
department or a private firm, charges for boring can be ascertained and 
the depth up to which one has to go for adequate supply of water is 
also generally known or can be found out. With these details the expen¬ 
diture on tubewells for different areas can be worked out with some 
accuracy. No attempt has, however, been made to fix area-wise scales of 
finance for wells or tubewells and loans are generally advanced up to 
the ceiling, more or less uniformly without ascertaining whether the 
amount provided is too large or too small. 

26. As per recent instructions issued by the Reserve Bank, vide circular 
No. ACD.LDB.84/B. 1-71/2 dated 31 July 1971 regarding rationaliza¬ 
tion of loan policies and procedures of land development banks, loans 
for wells and repairs to wells are required to be cleared by the ground- 
water organization in order to ensure the availability of adequate 
groundwater potential to sustain the programme. The CLDB had 
accepted this discipline in principle and the affiliated PLDBs were 
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directed to follow this procedure, vide CLDB’s circular No. 379 dated 
s February 1972. It was also contemplated in the above circular of the 
Reserve Bank that loans for dugwells, dug-cum-bore wells and tube- 
wells should not ordinarily be for more than 10 years and that preferably 
the period should be only 9 years. In the case of small farmers the loan 
should ordinarily be for 12 years but in very exceptional cases the period 
could be extended up to 15 years. Normally, the primary banks were 
required to send the applications to the Groundwater Directorate. Due 
to inadequate staff in the Groundwater Directorate or because the 
area had not been surveyed, most of the applications for such purposes 
were delayed considerably. As a result, it was decided that in the case 
of areas surveyed, the staff of the PLDBs should themselves certify that 
the proposed well would be at a requisite distance and the same was 
mechanically signed by the officials of the Groundwater Directorate. 
It would be desirable to evolve suitable procedures in this regard. In 
areas where the groundwater potential surveys have been conducted, 
the concerned PLDBs should be advised of the spacing criterion etc., 
to be observed while considering proposals for wells and give clearance 
to the same on this basis. Difficulty may, however, arise in the case of 
areas which are still unsurveyed. Although the government have 
promised to get the surveys conducted expeditiously, this is likely to take 
some time. In view of this it is suggested that for the unsurveyed areas 
some broad norms regarding spacing etc., should be fixed for the present 
in consultation with the Groundwater Directorate, Irrigation and Agri¬ 
culture Department as also the local people. 

27. Infructuous investment largely arises in the case of dugwells which 
fail to strike any water or adequate water. Further, in the case of desert 
districts it was observed that although wells had struck water, the water 
being brackish was unsuitable for irrigation. In such cases the borrower, 
particularly a small farmer, was severely handicapped and could not 
repay the loan taken from the PLDB. At present there is no arrangement 
for providing any relief to such borrowers. The state governments in 
some states like Maharashtra and Gujarat come to the rescue of the 
land development bank in such cases by giving certain relief by way of 
remission of total interest and remission of 20 per cent of the outstanding 
loan. The state government may also introduce a scheme on these lines 
for financial assistance for failed wells or where water is found un¬ 
suitable for irrigation. In the case of individual hard cases, particularly 
in the case of small farmers, the state government may remit the amount 
of loan up to 50 per cent or even more where it is found that the 
cultivator is not in a position to bear the expenditure on the construc¬ 
tion of the well which had failed on account of factors beyond his 
control. 
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28. The Rajasthan Rajya Sahakari Bhoomi Vikas Bank had moved 
the state government as early as 14 July 1966 to consider the possibility 
of providing subsidy for genuine cases of failure of wells constructed out 
of loans provided by it. The state government may expedite finalization 
of the scheme in view of the fact that the land development banks will 
be advancing an increasingly large volume of loans for sinking of wells. 
Further, taking up of groundwater development programmes supported 
by scientific surveys and investigations would also minimise the number 
of failed wells. 

(ii) Diesel Engines and Electric Motor Pumpsets 

29. The selection of the size and power for pumping installation for 
a borrower was not made with reference to the availability of water for 
steady pumping and requirements of the area to be irrigated. The land 
valuation officer, who among other things, was required to investigate 
the proposition in his preliminary report and recommend the applica¬ 
tion after on-the-spot verification in terms of the Registrar’s circular 
dated 19 November 1962 did not give comments on availability of 
water for steady pumping etc. Various makes of diesel oil engines, 
pumpsets had been approved from time to time and the price of each 
make of diesel pumpset was also fixed by the central stores/purchase 
organization of the state government. The PLDBs were advised to 
adhere strictly to the prices approved in the rate contract. These rates 
were revised from time to time. As regards accessories for diesel oil 
engine/pumpsets etc., the bank had fixed the maximum cost of 
accessories to go with pumpsets of different horse powers as indicated 
below: 


H.P. of Diesel 

Oil Pumpset 

Maximum Cost of 
Accessories Permitted 
Rs 

5 H.P. to 5/ 2 H.P. 

2,000 

8 H.P. 

2,300 

10 H.P. 

3,000 

14/15 H.P. 

3,500 


Non-standardization of accessories had led to certain irregularities. 
The invoices from the suppliers had sometimes been found to include 
several items which were not actually supplied to the borrower. Such 
bogus items of expenditure frequently covered the ways and means 




LAND DEVELOPMENT BANKING 


547 


advances to the cultivator. Typical instances of bogus items were excess 
length of pipes and joints, sockets and couplings, inflated cost put down 
against materials, construction of pump houses or installation of electric 
lines including deposit with the electricity board and certain other items 
which were actually not purchased. It is desirable to indicate a schedule 
of rates for the accessories, expenditure on the construction of pump 
house for various accessories etc., beyond which loans should not be 
given. This will help in curbing the practice of over-invoicing. 

30. As regards electric motor pumpsets and accessories, the CLDB had 
prescribed the following maximum amount of loans, which could be 
sanctioned: 


H. P. of electric 
motor pumpset 

Amount of loan 
which could be 
sanctioned 

Maximum amount of 
accessories 
permissible 


Rs. 

Rs. 

3 H.P. 

1,160 

2,000 

5 H.P. 

1,430 

2,500 

6y 2 to 7y 2 h.p. 

1,680 to 1,800 

2,800 

10 H.P. 

2,180 

3,100 


Among other articles of accessories the above maximum limit 
included expenditure on deposit of security money, cost of construction 
of pump house, fitting charges, transport charges etc. The CLDB had, 
however, failed to indicate the total amount of expenditure permissible 
for each of the above items within the overall limits fixed by it. The 
above norms should be fixed separately and various items should be 
allowed to be included in the bill of the suppliers only if the expenditure 
on these items has been actually incurred by the farmers. In order to 
avoid over-invoicing in the cost of such accessories resulting in sanction 
of loans in excess of actual outlays involved each primary bank should 
work out the cost in respect thereof for the area under its jurisdiction 
within the overall limit fixed for such accessories. Since the primary 
banks are not, for the present, equipped with technical know-how, the 
CLDB should take a lead in conducting these studies with reference to 
the availability of water in the well for steady pumping, depth of well 
and requirement of accessories in homogenous regions. The amount of 
security money required to be paid to the Electricity Board as also the 
loan representing the cost of pump house could be paid in case actual 
expenditure has been incurred. 
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31. At present the payments of these diesel oil engines and electric 
motors are made direct to the supplier on the basis of the bills/quota- 
tions submitted by him along with the loan applications against the 
authorization by the respective borrowers. In certain cases it was observed 
that the payment to the supplier was made directly without actual 
verification of the installation and as a result thereof it was observed that 
in certain cases either the pumpsets were not installed or the bills in¬ 
cluded certain items of accessories which were not supplied. To avoid 
such lapses the bank should ensure through its staff that the 
pumpset was actually installed and was working after obtaining power 
connexion from the Electricity Board. This fact should be certified by 
the inspecting staff, who should also check the details of motors and 
accessories installed and certify that these tallied with the particulars 
given in the bill. The staff should also certify that the amounts charged 
for the motor and the accessories are not in excess of the approved rates 
and the current market rates for the various items. For this purpose, it 
is necessary that the concerned staff must be fully apprised about the 
prevailing market rates of various items from time to time. It may so 
happen that some of the suppliers might not wait for payment till such 
verification is made by the bank’s staff. For this, the respective primary 
banks should prepare a list of approved dealers and should advise them 
about the sanction of loans to such borrowers and also indicate that the 
payment of the pumpset and accessories will be made by the bank as per 
their quotations after due verification by the bank’s staff. This will give 
a sense of certainty of payment to the suppliers and would also in¬ 
directly ensure proper utilization of loans. If instances are found where 
suppliers have not supplied the accessories etc., as per invoices/bills, 
action may be taken against them to black-list them which will act as a 
deterrent against repetition of such instances. 

(iii) Tractors 

32. The bank had fixed a maximum amount of Rs 30,000 which 
could be advanced for purchase of a tractor. In terms of the CLDB 
circular No. 277 dated 8 June 1968, farmers owning 15 to 25 bighas 
(approximately 10 to 16 acres) could get the maximum amount of 
Rs 30,000. The minimum viable unit fixed for tractorization in the 
absence of perennial irrigation and limited opportunities for raising 
multiple crop® and increasing the intensity of cultivation was on the 
low side and did not provide full employment for the asset for most 
part of the year. A 35 or 50 H.P. tractor in these circumstances had 
to be largely used for hiring its services to others. Intensive use by 
hiring for ploughing and haulage increased the cost of depreciation and 
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servicing charges reducing the working life of the asset. The extra income 
generated was not taken into account to reduce the period of loan and 
to ensure that the loan would be repaid during the working life of the 
said asset. As regards the usual implements, i.e., plough, cultivator, 
disc, harrow, leveller and trailer for haulage, the maximum prices thereof 
had not been fixed by the bank and the extra implements included in 
invoices were accepted without any scrutiny thereof. Several of the 
primary banks did not insist upon the registration of the tractors 
purchased out of the bank’s loan in the joint names of the bank and 
the borrower and upon recording lien of hypothecation of the same in 
the bank’s favour in the registration certificate as required in the 
CLDB circular dated 17 October 1968. Many tractors had not been 
registered with the registering authority at all. Had the PLDBs followed 
these instructions scrupulously, the sale of tractors purchased out of the 
bank’s loans noticed in several primary banks would not have taken 
place. 

33. In terms of circular No. 667 dated 20 July 1968 the primary land 
development banks were also advised to ensure that the borrower insured 
the tractor and other machinery and equipment against risk of theft 
and accident. The circular, however, did not insist upon comprehensive 
insurance or that the bank’s lien be got noted in the insurance policy. 
In many cases it was observed that the borrowers had taken only third 
party insurance. In certain cases insurance policy was not renewed. It 
was also noticed that there was no insurance cover in many cases. In 
some cases the number of chassis and engine etc., as given in the bill 
differed from those given in the registration certificates. The primary 
banks should maintain a register in respect of insurance policies for 
the loans for tractors issued by them to ensure that the insurance 
policies of tractors were regularly renewed. 

34. In terms of the Reserve Bank circular No. ACD.LDB. 84/B.1-71/2 
dated 31 July 1971, loans for tractors were not to be sanctioned for 
more than 7 years and no exception need be made in terms for small 
farmers as tractors would be required by bigger cultivators. Further, 
it was to be ensured that the tractor purchased out of the loan would 
find work for a minimum of 1000 hrs. in a year or on 40 hectares of 
cropped area. Also in the case of loans for tractors, power-tillers and 
other machinery and equipment costing more than Rs 10,000 the 
borrower’s contribution was prescribed to be at least 20 per cent, i.e., the 
quantum of the loans should be limited to 80 per cent of the cost of the 
machinery and equipment. This was on the assumption that the member 
would in addition contribute 5 per cent of the loan to the share capital 
of the bank. 
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35. The CLDB in its circular No. 366 dated 12 October 1971 indicated 
that the applicant for a tractor loan should have 25 bighas of land as 
against 40 hectares as suggested by the Reserve Bank (1 hectare is equal 
to 4.03 bighas). However, it had been indicated that the tractor should 
work at least 1,000 hours during the year on 40 hectares of cropped 
area. In order to ensure that at least 75 per cent of the repaying capacity 
accrued out of the incremental income from his lands, the condition of 
minimum area of 20 acres under double cropping of his own had not 
been stated in the circular subsequently issued by the bank on 
17 February 1972, as required in paragraph 4 of the Reserve Bank’s 
circular letter No. ACD.LDB.530/D.1-71/2 dated 30 October 1971. 
The circular laid down certain safeguards which should be observed by 
land development banks while dealing with applications for loans for 
purchase of tractors so that the end-use of advances was assured. These 
safeguards, inter alia, included evidence of registration of the tractor 
with an authorized dealer, 20 per cent of the cost of tractor to be 
provided by the borrower including 5 per cent of the loan as share 
capital contribution and it might also be ensured that there was workload 
for a minimum of 1000 hours in a year on 40 hectares of cropped area 
in the case of a tractor of 25 to 50 H.P. It was also stipulated that a 
plate be got fixed prominently on the tractor, with the legend 
“hypothecated to the ... land development bank”. The period of loans 
should not exceed 7 years and the amount of loans sanctioned by the 
land development bank should ordinarily be disbursed only on delivery 
of the tractor by the authorized dealer or alternatively after obtaining 
the manufacturers’ letter of allotment to the borrower to the effect that 
his turn for issue of the tractor had arrived and the tractor would be 
delivered within the stipulated time. 

36. As per section 22(1) of the Motor Vehicles Act, 1939 registration of 
the tractor in accordance with this section is necessary. The punishment 
for using a vehicle without registration is mentioned in section 123 of 
the Act ibid. Thus, the bank has to ensure that all the tractors purchased 
out of the bank’s loans are duly registered without any loss of time. 
Unless the tractors are registered no insurance cover could be obtained 
i.e., the tractors are thus not insured against any risk. Further, these 
tractors being used for agricultural purposes are free of road tax and 
thus the concerned authorities are also apathetic in regard to checking 
of such tractors but even then the owners of these tractors are required 
to obtain for each quarter or year as a whole road-tax free token which 
could only be issued if the tractors had valid insurance cover. The bank 
should, therefore, ensure that all these formalities are duly completed. 
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Eligibility of Loan 

37. The amount of loan, to be sanctioned to an applicant is normally 
determined in relation to the purpose and also the value of the security 
offered subject to repaying capacity worked out on the basis of the 
applicant’s existing income and expenditure and subject also to the 
maximum limit that could be sanctioned to an individual and the 
maximum amount that could be sanctioned for the particular purpose. 
The valuation of land is generally on the basis of the average sales 
statistics relating to similar land of the same village or of the villages 
in the same girdhawar circle. Alternatively the land is valued at 400 times 
the annual land revenue payable. Out of the valuation so made, double 
of the crop loan and taccavi loan already borrowed is deducted and 
50 per cent of the balance amount is treated as the maximum up to 
which an applicant is eligible to borrow from the bank. The above 
method of valuation has further been modified by allowing the addition 
of the cost of anticipated development to be made out of the bank’s loan. 
Fifty per cent of the total value so arrived at will determine the 
maximum quantum of loan. It has, however, been observed that the 
valuation of lands is generally calculated on the basis of multiple of 
the land revenue payable. The method of sale statistics by and large is 
used only in cases where the valuation by the multiple system is found 
inadequate to make the borrower eligible for a higher amount of loan. 

In the case of loans for purchase of pumpsets, tractors and other 
farm equipment, the borrower is required to hypothecate the same in 
favour of the bank. In the case of tractors, hypothecation deeds executed 
by the borrowers are not effective unless they are recorded in the 
registration certificates issued by the registering authorities of the 
concerned districts. 

Revaluation of Hypotheca 

38. In terms of the departmental circular No. 6377-6407/'F.8(6) 
CDR/Banking 1/59 dated 22 January 1963 the lands mortgaged as 
security for the loans are required to be inspected and revalued once 
in two years by the land valuation officers to ensure that there is no 
alienation of the hypotheca and subsequent encumbrances. The lands 
owned by defaulters are required to be revalued annually and a report 
sent to the CLDB. This is not being done in any of the PLDBs. As a 
result of the neglect of the work of inspection and revaluation, it has 
been noticed that the lands which were mortgaged to the land develop¬ 
ment banks were subsequently alienated in some cases in the areas of 
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Bundi, Hindaun and Pratapgarh Primary Land Development Banks. 
We strongly recommend that banks should give due priority to this work. 

Rate of Interest 

39. The central land development bank charged interest at 7*4 per 
cent per annum to primary banks on loans outstanding against them 
and the primary banks in turn charged interest at 9*4 per cent to the 
ultimate borrower under normal loans. In the case of ARC-refinanced 
scheme loans, the rates of interest were 7 §4 per cent and 9 per cent 
per annum respectively. From 20 July 1973, the rate of interest on 
loans to primary banks under the ARC-refinanced schemes has been 
increased to 8 per cent. Accordingly, the rate of interest charged from 
the ultimate borrower by primary banks for scheme loans has been 
increased to 9^4 per cent from that date. In the case of default in 
repayment of loans on due date, a penal interest at the rate of 2J4 per 
cent per annum on the amount of instalment (principal and interest) 
is recovered from a primary bank if it fails to pay the annual instalment 
on due date. In the past, some of the primary banks had objected to 
this on the ground that the penal interest should normally be charged 
only on the amount of instalment of principal and not on the instalment 
of principal and interest and the rates should be lower than 2)4 per cent 
per annum. The central land development bank referred the matter 
to the Reserve Bank on 13 November 1970 to seek guidance. The 
Reserve Bank on 28 December 1970 stated that the Maharashtra State 
Co-operative Land Development Bank was following the procedure of 
charging penal interest on the overdue instalment including principal and 
interest at the rate of one per cent per annum. It appears that the rate 
of penal interest charged by the central land development bank from 
the primary banks in Rajasthan is higher and the central land develop¬ 
ment bank could also charge penal interest at the rate of 1 per cent 
like Maharashtra on overdue instalment of principal and interest. 

Loans to Leaseholders and Allottees of Government Lands 

40. In terms of rule 14 of the Rajasthan Land Revenue (Allotment 
of Land for Agricultural Purposes) Rules 1970, allotment of unoccupied 
government lands for agricultural purposes in the areas other than 
those declared as a colony under clause (ii) of section 2 of the Rajasthan 
Colonization Act, 1954, are allotted on a ghair khatedari tenancy with 
provision of ultimate conferment of khatedari rights after the expiry of 
10 years. Such an allottee remains as a ghair khatedar till he does not 
pay the entire amount to the government. He could mortgage his land 
to the land development bank with due permission of the Collector/ 
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Sub-divisional officer as in case of general ghair khatedars. The grant 
of interest in lands in the colony area is governed by the Rajasthan 
Colonization Act. Section 13 of the Rajasthan Colonization Act 1954, 
provides that none of the allottees or interests vested in a tenant by and 
under this Act, shall without the consent in writing of the Collector 
be transferred or charged by any sale, exchange, gift, mortgage other 
than a sub-lease for not more than 1 year in the case of a tenant who 
has not acquired khatedari rights and 5 years in the case of a tenant 
who has acquired khatedari rights. In this case even a khatedar cannot 
mortgage land within five years of the acquisition of such rights without 
the permission of the Collector. Thus there appears to be a need for 
amending the above provision to the effect that the restrictions imposed 
in section 13 of the Rajasthan Colonization Act will not be applicable 
in the case of a khatedari or a tenant allottee mortgaging his land in 
favour of a cooperative institution. 



Approved Debentures 

programme for actually floated 
debenture 
floatation 


1966-7 

63.00 

70.00 

1967-8 

130.00 

108.00 

1968-9 

220.00 

203.25 

1969-70 

220.00 

230.55 

1970-71 

315.00 

326.04 

1971-2 

320.00 

293.30 

1972-3 

326.00 

210.00 


The bank had a programme for floatation of ordinary debentures 
during the Fourth Plan for Rs 22.05 crores. As against this the bank 



554 REPORT ON LAND BANKS IN RAJASTHAN 

could float such debentures only for Rs 10.60 crores till the end of 
1972-3 and now with only one year left it is very doubtful whether the 
bank can float the debentures for more than Rs 3.55 crores. Thus 
there would be a shortfall of about Rs 8 crores. This target could not 
be achieved for various reasons including the defective loan policy and 
procedure and financial discipline regarding regulation of advances 
according to percentage of overdues to demand in respect of the primary 
banks for different purposes. Another reason was the delay in processing 
of applications inasmuch as the loan applications for sinking/repairs 
of wells had to be cleared from the Groundwater Board where the same 
are reported to be unduly delayed. Further, delay in the installation 
of electric pumpsets for want of electric connexions also contributed to 
some extent to shortfall in achieving targets for debentures. The state¬ 
wide shortage of cement and iron was also responsible for delay in 
execution of minor irrigation works. 

(ii) Rural Debentures 

42. The target for rural debentures to be issued by the CLDB was 
fixed at Rs 7.87 lakhs representing 2 l /i per cent of the ordinary 
debentures programme of Rs 315 lakhs for the year 1970-71. No rural 
debentures were, however, floated by the bank during the year 1970-71. 
The bank issued the first series of rural debentures for Rs 6 lakhs 
(I set for Rs 2.80 lakhs and II set for Rs 3.20 lakhs) on 1 May 1971. 
The series was kept on tap for a period of 4 months, i.e., up to 
31 August 1971. The collections towards this series were meagre and 
the bank requested the Reserve Bank to extend the floatation period 
by one month. The permission was given by the Reserve Bank vide 
their letter No. ACD.LDB.G. 14-71/72 dated 26 August 1971. Even 
after the extension of the period, the bank could collect only 
Rs 0.29 lakh. The CLDB closed the first series on 30 September 1971. 
From the files of the CLDB it was seen that 204 applications amounting 
to Rs 0.09 lakh were received by the bank against the subscription of 
Rs 0.29 lakh. 

43. It was noticed that Tonk and Sriganganagar banks had not 
remitted the amount collected towards rural debentures. Moreover, in 
the case of Nagaur, Udaipur, Bilara, Sirohi, Alwar and Kekri primary 
banks the individual applications for rural debentures had not been 
received by the CLDB. In the case of Baran primary bank, though 
147 applications for Rs 5,740 were received by the CLDB only a sum 
of Rs 4,235 was remitted to it. No scrips had so far been issued to 
the subscribers. 
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44. During the course of visits to some of the primary land develop¬ 
ment banks during last inspection it was noticed that some of these 
banks had resorted to shortcuts for collection of subscriptions to rural 
debentures. The shortcuts adopted by these banks for the collection of 
subscribers to the first series of rural debentures inter alia were deduc¬ 
tions from the loan amounts sanctioned to the individuals at the time 
of disbursement of loans, non-release of the loans to members unless 
they deposited some amounts towards subscription to the rural 
debentures, collections made from the borrowers within a period of one 
year from the date of the issue of loans or from the prospective borrower. 

45. Thus, no planned compaign was launched to collect subscriptions 
to rural debentures and the procedure adopted in this regard was also 
quite irregular. The board of directors of the Chittorgarh primary bank 
had even resolved on 17 July 1971 to deduct subscriptions towards rural 
debentures out of the loans to be advanced. Similarly the secretary of 
the Nagaur primary bank had indicated on 20 January 1972 that 
Rs 50 and Rs 25 be deducted for this purpose from loans given for 
tractors and other purposes respectively. The secretary did not even 
take the board’s permission. Further, the amounts of subscriptions 
collected were not promptly passed on by the primaries to the CLDB. 

46. The second series of rural debentures for a sum of Rs 8 lakhs 
(I set Rs 3.74 lakhs and II set Rs 4.26 lakhs) in the form of rural 
debenture certificates to be on tap till 31 May 1972 was floated by the 
CLDB. The bank had again floated debentures of Rs 2 lakhs on 
28 April 1973 which was on tap till 30 June 1973. As against this, the 
central land development bank had received Rs 0.16 lakh till 30 June 
1973. Here again it was observed during the visit to the Alwar primary 
bank that it had collected from the borrowers amounts towards rural 
debentures within one year of the issue of loan. Besides, the bank had 
collected subscriptions aggregating Rs 3500 from 9 firms. In the case 
of the Tonk primary land bank, the entire amount of Rs 4225 received 
as subscription towards rural debentures was deducted out of the loan 
amounts disbursed to 162 individuals on the same day. 

47. Thus, the achievements fell far short of the targets. It may be 
added that the state had unfortunately been under famine conditions 
for the last 3 years and the successive famines had caused hardship to 
the members even in repaying their normal loan instalments. In view 
of the frequent droughts and the general economic conditions there 
appears to be a need for a relaxation in the condition regarding linking 
of support to the ordinary debentures to achievement under rural 
debentures. The Working Group on Co-operation (Fifth Plan) has 
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also recommended that the target for floatation of rural debentures for 
the CLDB in Rajasthan should be lower. It would be better if the 
bank is exempted from this condition completely for the time being 
till conditions improve and the members become somewhat self-sufficient 
and are able to purchase rural debentures. 

(iii) Special Development Debentures 
48. Rajasthan has come very late in utilizing the refinance facilities 
from the ARC as also the expert technical advice available from it. 
It was in 1966 that the CLDB got the first special scheme of land 
reclamation and development for Itawa Panchayat Samiti of Kota 
District with a total financial outlay of Rs 118.92 lakhs, approved by 
the Corporation. This was followed by 4 minor irrigation schemes with 
aggregate financial outlay of Rs 356.38 lakhs sanctioned by the Corpora¬ 
tion in 1969. The pace of formulation of special schemes in Rajasthan 
and their approval by the ARC was quickened after September 1971 
when a Special Schemes Cell was created by the government under 
the charge of a Special Secretary. As on 30 June 1973, there were 
32 special schemes with aggregate financial outlay of Rs 2169.26 lakhs 
of which as many as 30 had been sanctioned to the central land develop¬ 
ment bank. Of these, implementation of nine schemes with financial 
outlay of Rs 381.56 lakhs had been closed with effect from 30 June 1973. 
Rajasthan ranks eleventh amongst the 20 states in order of number of 
schemes sanctioned by the Corporation and tenth in order of the size 
of financial assistance availed of. The percentage of the number of 
schemes sanctioned to Rajasthan in relation to the all-India position stood 
at 3.79 and the percentage of total financial assistance at 4.43 as on 
30 June 1972. Further, the Rajasthan Rajya Sahakari Bhumi Vikas 
Bank could not fully utilize the refinance facilities extended by the 
ARC as will be seen from the figures given in Table 5. 

TABLE 5 


Refinance Availed of from ARC 


Rs Lakhs 



1969-70 

1970-71 

1971-2 

1972-3 

1 . 

Refinance to be availed of from 
ARC 

671.00 

(10 

schemes) 

697.00 

(11 

schemes) 

1558.00 

(27 

schemes) 

1957.00 

(30 

schemes) 

2. 

Amount actually availed of 

84.00 

161.00 

243.00 

440.55 

3. 

Shortfall 

587.00 

536.00 

1315.00 

1516.45 
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The reasons for the slow pace in the matter of formulation of special 
schemes of agricultural development and availment of refinance facilities 
from the Corporation by the central land development bank are given 
in the following paragraphs. 

(i) Weaknesses in the project planning : Being the apex institution 
the central land development bank is supposed to act as a leader in 
undertaking the work of project planning, scheme formulation and 
implementation. However, the bank at present does not have the 
necessary staff and competence to discharge its duties as a leader. A 
Technical-cum-Development Cell, adequately equipped with qualified 
and competent technical staff in various fields of agricultural technology 
has been a long felt need for the bank. The work of project planning 
and formulation of special schemes was being attended to by the state 
government through its agriculture department/special schemes 
organization. During the course of the study it was observed that the 
primary banks and other local institutions, e.g., Panchayat Samitis etc., 
were not being involved in the work relating to project planning and 
formulation of special schemes in their areas. The state government 
while formulating special schemes for specified areas, had not devoted 
adequate attention to make a realistic assessment of the credit needs of 
cultivators, scope for the proposed development works and the likely 
response of cultivators to the proposed schemes. Therefore, the achieve¬ 
ments under the schemes, when actually put to implementation, have 
been far behind the targets originally fixed. Unless projects are carefully 
planned and realistically aimed at, inefficient implementation thereof 
and wasteful expenditure is the inevitable result. 

(ii) Absence of publicity: Neither the CLDB nor its affiliated 
primary banks did any publicity about the special schemes being 
implemented by them. The importance of this media for popularising 
the special schemes amongst the cultivators cannot be overemphasized, 
particularly in the context of commercial banks having vigorously 
stepped into the field of providing finance to cultivators for agricultural 
development. 

(iii) Project staff : Inordinate delays in the posting of necessary 
staff in the project as well as in the banks to execute the scheme in 
right earnest have also contributed to slow pace of execution of the 
schemes. 

(iv) Lack of co-ordination : Various studies of special schemes under 
implementation have revealed that their progress and smooth implemen¬ 
tation had been hampered on account of lack of co-ordination among 
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the different agencies/departments. In many cases there had been no 
co-ordination between officials of the project, the central land develop¬ 
ment bank/primary bank, the officials of the Rajasthan State Electricity 
Board (RSEB) and the Rajasthan Groundwater Board as well as the 
revenue officials and other district level officers. As a result, difficulties 
such as those regarding revenue procedures, availability of electric con¬ 
nexions etc., could not be solved and these, in turn, adversely affected the 
achievement of targets under the schemes. A study of the arrangements 
for co-ordination between the RSEB, central land development bank, 
primary banks and Project Staff was conducted by the ARC in 
December 1972. This study revealed that although the state govern¬ 
ment had constituted committees at the district or block levels, the present 
arrangements for co-ordination between various agencies, viz., RSEB, 
primary banks and state agriculture department concerned with the im¬ 
plementation of the Agricultural Refinance Corporation/Rural Electri¬ 
fication Corporation (REC) schemes were not at all satisfactory. Barring 
a few schemes, the officials of the primary banks and the project staff were 
not aware of the various details in respect of rural electrification 
schemes, such as names of villages to be electrified year-wise, the capacity 
of transformers to be installed, etc. In the case of some of the schemes 
the staff did not have details even in respect of the villages already 
electrified, the spare capacity of the existing transformers, the pro¬ 
gramme of the RSEB to instal additional transformers etc. In the 
absence of such details with the project staff or primary banks difficulties 
of the following nature had arisen : 

(a) Primary banks had sanctioned loans to cultivators for electric 
pumpsets even in villages which were not electrified, nor had 
they any chance of getting electricity in the near future either 
under REC scheme or under RSEB’s own programme, e.g., 
Sambhar and Toda Bhim schemes. 

(b) Primary banks had sanctioned loans to cultivators for electric 
pumpsets in villages where the existing transformers did not 
have capacity for additional load from new connexions, e.g., 
Govindgarh and Ramgarh schemes. 

(c) The extension staff was not able to contact cultivators for 
obtaining loans from primary banks for electric pumpsets in 
villages which have been electrified under REC scheme, e.g., 
Mahuwa and Tijara schemes. 

(d) In the absence of information in regard to the exact phasing 
of the electrification programme under REC schemes, primary 
banks had sanctioned loans to cultivators long before the actual 
installation of transformers resulting in considerable time-lag 
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between the construction of a well and its energization, e.g., 
Toda Bhim scheme. 

49. In our opinion the nature of details which should be known to the 
project staff and primary banks implementing the ARC schemes relate 
to (i) the names of the villages which are to be electrified month-wise; 
(ii) the exact location of transformers in the villages; (iii) the capacity 
of the transformers to be installed; (iv) the spare capacity of existing 
transformers etc. Thus when we observe that there was lack of co¬ 
ordination between the various agencies, viz., primary banks, RSEB and 
the project staff what we have in mind is the non-availability of these 
details which are essential for co-ordination of the two sets of schemes, 
viz., those for minor irrigation and for rural electrification. It may be 
mentioned that at the state level, the arrangements for co-ordination 
between various agencies concerned with the ARC-refinanced minor 
irrigation schemes and REC-financed schemes are adequate. The state 
government officials are conscious of the need for such a co-ordination 
and have taken various steps in this direction, such as inclusion of a 
representative of the RSEB in the state level committee etc. However, 
the position regarding arrangements for co-ordination at the scheme level 
is not satisfactory at all. 

(v) Periodical visits/studies : The CLDB did not take adequate in¬ 
terest in the implementation of the schemes by undertaking periodical 
assessment of the progress in implementation of various schemes 
sanctioned to it, getting the various defects and shortcomings in their 
implementation set right or removed, identifying the difficulties in the 
way of their implementation and suggesting steps necessary to remove 
these difficulties. It did not even assume the responsibility of undertaking 
the follow-up work in regard to the implementation of the schemes. It 
had also not conducted periodical studies of the schemes under imple¬ 
mentation. 

(vi) Processing of loan applications : As the position stands even 
to-day, an unduly long time is taken by the primary banks/state land 
development bank for processing the loan applications of the borrowers. 
In a large number of cases, the time taken by the bank from the date 
of receipt of applications up to the date of sanction of loans ranged from 
4 to 6 months. In agricultural financing time is of essence. Such long 
delays certainly proved a handicap to the cultivators approaching the 
bank for obtaining finance for agricultural development. There is, there¬ 
fore, immediate need for the bank to rationalize its loan procedure with 
a view to ensuring that the cultivator gets a loan within a maximum 
period of one month after he submits his loan application. 
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Suggestions 

50. With a view to overcoming the deficiencies and difficulties 
enumerated earlier, the following suggestions are made for implementa¬ 
tion by the central land development bank: 

(i) A strong and efficient technical cell may be created in the 
central land development bank which should undertake the 
formulation of special schemes of agricultural development in 
selected areas which have the potential for development 
proposed in the schemes. A preliminary survey of such selected 
areas should be undertaken in order to assess the actual avail¬ 
ability of groundwater resources, electric connexions, etc., need 
for the proposed development works and cultivators’ response 
thereto. The ARC maintains a Technical Consultancy Cell 
and would always be willing to render any technical assistance 
required in this regard by the bank. At the same time, the 
bank should satisfy itself about the economic feasibility of the 
proposed scheme. The Jaipur regional office of ARC would be 
able to offer its assistance in this respect whenever needed. 

(ii) The central land development bank and the primary land 
development banks implementing the schemes should devote 
attention to publicise the schemes and the benefits accruing 
therefrom to the agriculturists. They should undertake field 
tours to apprise cultivators of the facilities available from the 
banks and explain to them the benefits they would receive 
after joining the scheme. 

(iii) Effective measures should be taken to get the necessary staff 
for the project office and the primary banks advised 
sufficiently in advance of the sanction of the special schemes 
by the Corporation and get them posted immediately when 
the scheme is taken up for execution. 

(iv) The co-ordination committees constituted at the panchayat 
samiti level, district level and the state level may be made 
more effective and may meet more frequently. The constitution 
of these committees, which is very unwieldy at present, should 
be streamlined so as to limit their membership to responsible 
officials of the department represented on the committees and 
only one official from each of the departments should be 
invited to attend the meetings. Regular meetings of co-ordina¬ 
tion committees are important, but much more important is 
the effective implementation of the decisions reached in such 
meetings. Hence the responsibility of convening the meetings at 



LAND DEVELOPMENT BANKING 


561 


appropriate intervals and effectively pursuing the implementa¬ 
tion of the decisions reached thereat should be made the sole 
responsibility of a specified officer preferably the project 
officer for each scheme. At the state level also an officer in the 
central land development bank/special schemes organization 
should be entrusted with the work of ensuring that the decisions 
taken in the committee meetings are followed up and trans¬ 
lated into practice. 

(v) The central land development bank should have a cell equipped 
with sufficient number of field officers to undertake periodical 
studies of the schemes being financed by it. The field officers 
should be asked to submit their reports in writing to the bank 
which should be scrutinized and followed up with the project 
officer, the primary bank and ">ther agencies actively involved 
in the implementation of the schemes. The field studies of 
schemes by these officers alone would not be of much use 
unless effective follow-up action is taken to see that the defects 
and shortcomings noticed in the implementation of the schemes 
are removed or rectified. The central land development bank 
should attend to this important work through a ‘Follow-up 
Cell’ which should be set up in the bank. This cell should also 
attend to the rectification of defects etc., pointed out by the 
ARC in its utilization study reports. 

(vi) The central land development bank in consultation with the 
primary land development banks and the legal adviser should 
make a comprehensive study of the loan procedures with a 
view to examining the stages where the loan procedures could 
be rationlized or modified and made less time-consuming. 

Post-implementation appraisal of the schemes 

51. In the capacity of the leader of the long-term co-operative move¬ 
ment in the state, the Rajasthan Rajya Sahakari Bhumi Vikas Bank has 
to assume responsibility for undertaking post-implementation appraisal 
of special schemes sanctioned to it by the ARC. However, this is not 
being done by the bank. During the course of our visit to the Tonk 
Primary Land Development Bank, which was implementing the minor 
irrigation scheme for the panchayat samiti of Tonk, a number of facts 
came to our notice which highlighted the importance and necessity of 
having sound procedures for undertaking post-implementation appraisal 
of schemes. The said scheme which was sanctioned for refinance by the 
Corporation at a total financial outlay of Rs 5.99 lakhs came to a close 
on 30 June 1972 with a shortfall of Rs 0.64 lakh. Immediately on expiry 



562 REPORT ON LAND BANKS IN RAJASTHAN 

of the scheme period, the project staff as well as the additional staff 
given to the primary land development bank for the scheme had been 
withdrawn. This created a situation whereby no attention was being 
paid to follow-up of the development works either completed under the 
scheme or in the process of completion at the time of closure of the 
scheme. Thus, the bank was not in a position to ensure that loans issued 
by it had been or were being properly and fully utilized by the borrowers. 
In a number of cases relating to the construction of new wells, the second 
instalment of loans had not been issued by the bank as it was not aware 
whether the first instalment had been utilized by the borrower. The 
bank was neither pursuing the proper utilization of the first instalment 
of loans nor taking necessary action against the borrowers who had not 
utilized the first instalment since in all probability the cultivators had 
not approached the bank for the second instalment as they had not 
utilized the first instalment. Likewise, the bank had not followed up the 
proper utilization of the first instalment of loans issued for construction 
of field channels. The final verification of utilization of loans had not 
been conducted in any of the loan cases under the scheme excepting 
those for installation of diesel or electric pumpsets. The bank did not 
verify the hypotheca at periodical intervals. Besides, it was also noticed 
that no guidance had been provided to the cultivators in the matter of 
preparing their farm plans and adoption of improved agricultural 
practices. It was also not ensured that the cultivators who had obtained 
long-term loans for taking up on-farm development were enrolled as 
members of the primary credit society and got necessary short-term 
credit assistance to meet their requirements of seed, fertilizers etc. It 
will thus be seen that even after the completion of a special scheme no 
efforts had been made by the central land development bank and the 
primary banks to assess the benefits which might have accrued as a 
result of the developments carried out on the cultivators’ fields under the 
scheme and also to follow up the incomplete works. All the labour and 
assistance provided under the schemes would not yield the desired results 
unless the banks maintain contact with the borrowers even after the 
closure of the schemes. The central land development bank should give 
serious attention to this aspect. 

Management of Funds 

52. Several deficiencies were observed in the management of funds 
both at the level of the central land development bank and the primary 
banks. There were cases where the funds remitted were not disbursed 
for one reason or the other and the same had been utilized by the 
primary banks for accommodating individuals on whose behalf fresh 
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loans had either not been sanctioned or those in respect of whom 
remittance from the central land development bank was not sought. As 
on 10 May 1973, a sum of Rs 36.99 lakhs was lying undisbursed with 
29 primary banks out of remittances made to them up to 30 April 1973. 
The primary banks did not ensure before making further drawals, that 
the funds already borrowed by them had been fully utilized. As soon 
as loans were sanctioned, the primary banks put in applications for 
drawals as a matter of course, notwithstanding the large undisbursed 
balances of the previous months. 

53. It was also observed that the primary banks utilized the drawals 
from the central land development bank in repayment of earlier loans. 
The primary banks were found to be keeping the undisbursed loan 
amount mainly in the form of bank balances and the rate of interest 
received thereon was almost negligible as compared with the rate of 
interest paid by them on borrowings. Sometimes these banks were 
already having sufficient funds of their own and there was no need for 
them to obtain remittances from the central land development bank. 

54. In order to avoid unwarranted drawals and consequent build up 
of idle funds, the central land development bank was advised to pres¬ 
cribe a statement regarding availability of funds to be submitted on a 
weekly basis. The important feature was that the statement was to be 
sent as on every Saturday by the next Tuesday failing which no 
remittance to the primary bank was to be made in respect of fresh 
disbursements. These instructions were circularised by the central land 
development bank vide its letter No. 26741-844 dated 13 March 1972 
and the primary banks were asked to send the first statement from 
1 April 1972. It was, however, observed that these weekly statements 
were not received regularly nor were the statements received scrutinized 
by the central land development bank. Further, funds were being 
released to banks even when they had not sent the required statements. 

55. In order to avoid accumulation of large funds at their levels, the 
primary banks should be required to disburse loans to members initially 
out of their own resources after completion of all formalities by the 
borrowers and then allowed to get reimbursement from the central land 
development bank when they are in need of funds as required in the 
Reserve Bank’s letter No. ACD.OPR.5087/F.1-68/9 dated 28 March 
1969 read with letter ACD.Plan.2357/PR.33-68/9 dated 3 April 1969. 
As a matter of policy, the central land development bank should work 
out the disposable owned funds of the primary land development banks 
and such of the banks having owned funds of Rs 0.50 lakh or above 
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should normally be advised to use their funds for making advances and 
obtain reimbursement thereafter from the central land development 
bank. 

56. The reimbursement basis can be introduced even in the case of 
primary banks with disposable resources of less than Rs 50,000 by 
arranging for a cash credit from the central co-operative bank or a 
commercial bank. The facility may have to be arranged by the central 
land development bank by extending its own guarantee to the central 
co-operative banks. At present, the central land development bank is 
enjoying interim accommodation of Rs 60 lakhs from the Bank of 
Rajasthan. There are, however, no arrangements for interim 
accommodation from the state co-operative bank to the central land 
development bank although the latter had invested Rs 58 lakhs in fixed 
deposits with the former as a part of sinking fund investment. The state 
co-operative bank may, as a result of better performance in recoveries, 
extend interim accommodation to the central land development bank. 
The central co-operative banks may also provide interim accommodation 
to the extent of Rs 50,000 to respective primary banks to enable the 
central land development bank to introduce the above scheme. 

57. If a central co-operative bank is so weak as not to have the required 
resources to grant the limited overdraft facilities needed by the primary 
bank in its area, it should not be difficult for the state co-operative bank 
to grant in its turn refinance at a reasonable rate of interest to the 
central co-operative bank. 

58. Some of the primary banks had sizeable owned funds and in their 
case there should be no difficulty in undertaking initial loaning from 
their owned funds and later getting reimbursement from the central 
land development bank. The position of owned funds of the primary 
banks as on 30 June 1972 is given in Table 6. 

It would appear that most of the primary banks should not 
experience any difficulty in using their owned funds in making advances 
in the first stage. The stumbling block is heavy overdues in the banks 
which results in blocking of their owned funds. 

59. As regards the proper management of funds, the central land 
development bank would do well to take immediate steps for the imple¬ 
mentation of the suggestions contained in the Reserve Bank’s circular 
letter No. ACD.OPR.1904/F. 1-68/9 dated 3 October 1968, for main¬ 
tenance of three separate accounts by each primary bank, namely 
‘account for receiving remittances from the central land development 
bank’, ‘account for receiving recoveries from members and making 
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various payments’ and ‘account for receiving subscriptions towards rural 
debentures’. 

TABLE 6 

Primary Banks According to Owned Funds 


Level of owned funds Number of 

primary land 
development 
banks 


Below Rs 1 lakh 2 

Between Rs 1 lakh and Rs 2 lakhs 11 

Between Rs 2 lakhs and Rs 3 lakhs 6 

Between Rs 3 lakhs and Rs 4 lakhs 7 

Between Rs 4 lakhs and Rs 5 lakhs 2 

Above Rs 5 lakhs 7 


Regulation of Advances 

60. The central land development bank is required to regulate its 
advances to primary banks on the lines indicated below, taking into 
consideration the position of overdues at their level. The formula for 
regulating advances to primaries/branches by central land development 
bank from 1-9-1973 to 31-8-1974 is given in Table 7. 

TABLE 7 

Formula for Regulating Advances 

Range of overdues at the primary/branch level as on 30 June 1973 Eligibility for the 

programme 

100 per cent 
85 per cent 
75 per cent 
60 per cent 

50 per cent of the 
programme 
60 per cent of the 
programme 
50 per cent of the 
programme 

25 per cent of the 
programme or to the 
extent of the avdanccs 
actually made during 
1972-3 under the redu¬ 
ced eligibility, if any, 
whichever is higher. 

NOTE: In the case of Small Farmers Development Agency/Marginal Farmers and Agri¬ 
cultural Labourers Agency areas in the states of Assam, Bihar, Orissa, West Bengal, Rajas¬ 
than and Jammu and Kashmir, primaries/branches may be provided with necessary funds 
for financing small farmers/marginal farmers identified as such under the scheme, irrespective 
of their overdues. 


(i) Up to 15 per cent of demand for 1972-3 

(ii) Between 16 and 25 per cent for 1972-3 

(iii) Between 26 and 40 per cent for 1972-3 

(iv) Between 41 and 50 per cent for 1972-3 

(v) Above 50 per cent 

(a) If the overdue amount in any case was below Rs 1 lakh 
as on 30 June 1973 

(b) If recovery during 1970-71 or 1971-2 was 85 per cent or 
more 

(c) In cases where recovery was below 85 per cent but was 
75 per cent or more in any of the two years, viz., 1970-71 
and 1971-2 

(d) In case of primaries/branches which are not eligible for 
any programme even after the relaxation indicated in 
(a), (b) and (c) above. 
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Earlier to this, the central land development bank was required to 
provide loans for different purposes according to overdues of primary 
banks as under: 


Range of overdues 
(Per cent) 

Purposes to be excluded 

15—25 

Unproductive purposes like redemption of 
old debts, purchase of ownership rights etc. 

25—40 

Non-identifiable productive purposes like 
bunding, levelling, improvement of land, 
fencing etc., in addition to those listed 
above. 

40—50 

All purposes except for sinking of new 
wells and installation of pumpsets. 


In the case of overdues over 50 per cent, a relaxation was given 
that the central land development bank could advance loans to primary 
banks up to 25 per cent for minor irrigation purposes of the loans issued 
for such purposes in the preceding year. Apart from this, the other 
formula for regulating advances to primaries by the central land develop¬ 
ment bank before 1 September 1973 was reduction in their programme 
according to the position of overdues. But since the central land develop¬ 
ment bank had not fixed any programme in respect of individual primary 
banks, the advances were regulated in terms of the earlier formula. 

The central land development bank has fixed loaning programmes 
purpose-wise and bank-wise in respect of all the primary banks in the 
state for the year 1973-4. This programme related mainly to ordinary 
loaning and it was sent for approval to the government. The state 
government, vide Deputy Secretary to the Government, Agriculture 
Department (Special Schemes) Rajasthan, Jaipur’s letter No. F.l(60) 
Agri/V/72 dated 4 July 1973, conveyed its approval for ordinary lending 
as proposed by the central land development bank for 1973-4 subject 
to the following modifications : 

(i) Loans for the purpose of sinking of new wells by the primary 
banks of Ganganagar, Balotra, Bikaner and Churu may not 
be taken up as there is not sufficient water available for minor 
irrigation purposes in these areas. 

(ii) Loans for the purpose of sinking of tubewells by the primary 
banks of Kekri, Kota and Baran may not be taken up as the 
required quantity of water availability is doubtful in these 
areas. The central land development bank vide their letter 
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No. 739-80 dated 10 July 1973 advised all the primary banks 
to take up execution of the lending programme for the years 
1973-4 as per purposes indicated above, subject to the limita¬ 
tions imposed by the state government. In this connexion it 
may be added that the central land development bank has 
proposed a lending programme of Rs 2 lakhs each in Ganga- 
nagar, Balotra and Churu and Rs 1 lakh in Bikaner for sinking 
of new wells. Similar is the position in respect of tubewells. 
The central land development bank should have complete data 
in regard to water potential for such projects before fixing 
the targets. In case the water potential surveys have not so 
far been conducted in the areas covered by these banks, the 
restrictions thus imposed by the government will adversely 
affect the programme of such banks. 

61. It has been pointed out that the Reserve Bank of India may take a 
liberal view and should relax its standards for states like Rajasthan for 
regulating the advances vis-a-vis overdues. For instance, at present banks 
having only 15 per cent of overdues are allowed to have 100 per cent 
advance for all purposes and above that a prescribed cut is imposed, 
though gradually, on the advances made by the banks. The Study Team 
is of! the opinion that the 15 per cent of overdues uniformly fixed for 
all the states in the country should be relaxed for Rajasthan from 15 per 
cent to 25 per cent. A similar increase is also contemplated for further 
slabs. Besides, at present the advances are regulated on the basis of the 
position of overdues as on 30 June. In this connexion, it is also suggested 
that in such primary banks which improve their overdues position 
subsequent to 30 June, the regulation of advances may be made on 
that improved position. This will work as an incentive and the credit 
flow would increase substantially. 

Overdues 

62. The position of overdues at the level of the central land develop¬ 
ment bank for the years 1969-70 to 1972-3 is given in Table 8. 

It will be observed that the position of recoveries has been deteriorat¬ 
ing gradually and as on 30 June 1972 the overdues represented as much 
as 36.4 per cent of the demand for 1971-2. These had further increased 
to as much as 47.9 per cent of the demand for 1972-3. The overdues 
have not been due to natural calamities like floods, drought etc., and 
have mounted over a period of time only because of the lack of prompt 
coercive steps. No detailed study was made as to the causes for the 
mounting overdues. Lack of timely verification of utilization and 
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follow-up action has also been responsible to a great extent for 
encouraging the tendency of misutilization resulting in non-payment of 
loan instalments in time. Further, the strength of the inspection and 
supervisory staff did not keep pace with the increasing business. 
Consequently there has not also been any satisfactory check on the 
working of the supervisors/land valuation officers attached to the primary 
land development banks with a view to ensuring that they go to the 
field and remain in constant touch with the borrowers. 

table a 

Position of Overdues in State Land Development Bank 


Rs Lakhs 


Year 

Demand 

Recoveries 

Balance 

Percentage 
of overdues 





to demand 

1969-70 

43.24 

34.50 

8.74 

20.2 

1970-71 

113.84 

93.89 

19.95 

17.9 

1971-2 

383.03 

243.62 

139.41 

36.4 

1972-3 

435.66 

226.94 

208.72 

47.9 


Primary Land Development Banks 

63. Primary land development banking is also of a recent origin. 
Except in the case of Ajmer District which was formerly centrally 
administered territory, two primary banks namely, Ajmer and Beawar, 
were registered as early as on 8 June 1924 and 25 May 1928 respectively. 
These were working as agencies of the Ajmer Central Co-operative Bank 
at that time. As a result of reorganization of states, Ajmer was merged 
with Rajasthan in the year 1956. The remaining primary land develop¬ 
ment banks were organized subsequent to the incorporation of the 
Rajasthan Rajya Sahakari Bhoomi Vikas Bank Ltd. Two more primary 
land development banks were organized up to 1958-9. The working of 
the central land development bank started from 1959-60 and along with 
that as many as 17 primary banks were organized during 1959-60. The 
progress of organization of primary banks is given in Table 9. 

The organizational changes in the structural set-up of land develop¬ 
ment banking in Rajasthan were initiated in terms of the state govern¬ 
ment order No. F.2(6) Coop./F.65 dated 7 February 1966. The follow¬ 
ing changes were suggested : 

(i) Each district should have one land development bank at the 
district headquarters. 
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(ii) The existing primary land development banks at places other 
than the district headquarters should be amalgamated with 
the primary land development banks at the district head¬ 
quarters. 

(iii) Branches of primary land development banks may be opened 
at sub-divisional levels and ultimately at tehsil levels as and 
when there is likely to be sufficient business. 

(iv) Branches of primary banks may be converted into independent 
primary banks as and when they become viable units. 

TABLE 9 

Progress in Organization of Primary Banks 



No. of 
Primary 
banks 

Names of primary 
banks 

Organized before 1957 

2 

Ajmer and Beawar 

Organized in 1957-8 

1 

Kekri 

Organized in 1958-9 

1 

Baran 

Organized in 1959-60 

17 

Jaipur, Sawai Madhopur, 
Alwar, Kota, Bundi, Bha- 
ratpur, Tonk, Udaipur, 
Bhilwara, Chittorgarh, Pali, 
Bilara, Jalore, Ganganagar, 
Raisinghnagar, Churn and 
Sirohi. 

Organized in 1960-61 

5 

Sikar, Jhunjhunu, J halawar, 
Nagaur and Balotra. 

Organized in 1961-2 

4 

Banswara, Jodhpur, Nohar 
and Hanumangarh 

Organized in 1964-5 

1 

Dungarpur 

Organized in 1965-6 

2 

Hindaun and Pratapgarh 

Organized in 1967-8 

1 

Bikaner 

Organized in 1970-71 

1 

35 

Dholpur 


Ten existing primary banks functioning at places other than 
district headquarters with their area of operation limited to a part of 
the district were, however, allowed to continue with the condition that 
their loan business should reach a level of Rs 5 lakhs by 30 June 1967. 
The loan business of all these banks had achieved and had crossed the 
level of Rs 5 lakhs, 

64. The board of directors of the central land development bank had 
passed a resolution on 19 September 1969 to the effect that the primary 
banks organized at centres other than district headquarters with area of 
operation limited to a part of the district should be merged with banks 
at district headquarters notwithstanding the fact that their loan business 
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exceeded Rs 5 lakhs and branches of primary land development banks 
should be opened at tehsil level if it was deemed necessary in view of 
the volume of loan business in the area concerned. The central land 
development bank vide its letter No. Gen.P-78/6848 dated 11 October 
1969 requested the Registrar to implement the above resolution. The 
Registrar, in terms of his letter No. F.9(iv)CDR/Bank.l-65 dated 
3 November 1971, advised the central land development bank to 
reconsider and formulate its recommendations on reorganization of 
primary banks taking into consideration the fact that many special 
schemes under the ARC had also been sanctioned and were being 
executed. It was also indicated that the central land development bank 
should resolve not to finance such of the primary banks which resisted 
the move of their merger with the primary banks or district headquarters. 
There had been no progress in this regard since then. 

65. At present, there are 35 primary banks in the state covering 25 out 
of 26 districts in the state. There is no primary bank in Jaisalmer 
District. Of the remaining 25 districts, 7 districts namely Ajmer, Kota, 
Bharatpur, Chittorgarh, Sriganganagar, Sawai Madhopur and Jodhpur 
have more than one primary bank. There are 4 primary banks in 
Sriganganagar, 3 in Ajmer and 2 each in the 5 remaining districts. 
The following primary land development banks had opened branches 
in their area of operation as indicated in Table 10. 


TABLE 10 

Branches of Primary Banks 




Name of the 

Number of branches 

primary bank 

opened (excluding 
head office) 

Jaipur 

5 

Bharatpur 

3 

Atwar 

3 

Sikar 

2 

Sawai Madhopur 

2 

Pali 

1 

Jalore 

1 

Nagaur 

2 

Udaipur 

2 

Bhilwara 

2 

Kota 

4 

Baran 

1 

Bundi 

2 

Raisinghnagar 

1 

Total 

31 
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While opening branches, various important factors like the economic 
viability of the branch, the extent of services to be provided by it to 
the members, the adequacy of head office control over the branch etc., 
were not taken into account. The branches were opened mainly to 
obtain branch subsidy available from the government rather than on 
merits of the individual cases. Subsidy which was available for three 
years had since ceased. The banks were not working out the profit and 
loss in respect of each branch. At Bhilwara and Bundi it was observed 
that only one-man branches were set up but no loan business was being 
transacted by them. We were told that the branches were opened 
because the state government provided subsidy for the purpose. 

66. The details of financial position of all the 35 primary land develop¬ 
ment banks as on 31 March 1973 are given in Statement 2. 

The classification of primary land development banks according 
to the size of business, i.e., loans outstanding at the end of March 1973 
is given in Table 11. 

TABLE 11 

Primary Banks According to Business 

Size of business No. Name of the bank 

l |§pacraj ; 2 3 

Less than Rs 3 lakhs 

More than Rs 3 lakhs but less than 
Rs 5 lakhs 

More than Rs 5 lakhs but less than 
Rs 10 lakhs 

More than Rs 10 lakhs but less than 
Rs 15 lakhs 

More than Rs 15 lakhs but less than 
Rs 20 lakhs 


More than Rs 20 lakhs but leS3 than 
Rs 30 lakhs 

More than Rs 30 lakhs but less than 
Rs 50 lakhs 


More than Rs 50 lakhs but less than 
Rs 1 crore 

More than Rs 1 crore but less than 
Rs 2 crores 

More than Rs 2 crores but less than 
Rs 3 crores 


1 Bikaner 


1 Beawar 

6 Ajmer, Churu, Dungarpur, Nohar, 

Pratapgarh, Sirohi 

5 Banswara, Bundi, Bilara, 
Hanumangarh, Raisinghnagar 

6 Balotra, Chittorgarh, Hindaun, 
Jhalawar, Jhunjhunu, Kekri 

8 Bhilwara, Dholpur, Ganganagar, 

Jodhpur, Nagaur, Pali, Sikar 
and Tonk. 

4 Baran, Jalore, Sawai Madhopur, 

Udaipur 

3 Alwar, Bharatpur, Kota 

1 Jaipur 


Total 35 
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Loan Procedure 

67. An applicant for a loan has to purchase an application form 
costing one rupee and furnish the same duly completed to the bank. 
In the application, he has to indicate the details of the borrowings, 
if the loan is required for redemption of prior debts, the khasra number, 
area, and approximate cost, if the loan is required for the development of 
land. In the case of loans for purchase of agricultural implements, 
he has to provide particulars of the implements, the name of the 
supplier, the approximate cost and the incremental income expected 
by the use of these implements. He is further required to give the 
khasra number of the land, its area, whether irrigated, rate of land 
revenue, applicant’s share in the property and the manner of his 
acquiring title to the property. These particulars are required to be 
confirmed by the village patwari indicating that they are according to 
the government records, that the area of the land is correct, that there 
are no arrears of land revenue and that there is no other claim on the 
property. Along with the application, the borrower has to submit 
a letter from the tehsildar indicating that the borrower has title to 
the land, that the map annexed to the application is correct, that the 
land is free from encumbrance, that there are no government dues and 
that the borrower cultivates the land. The borrower has also to furnish 
a copy each of the current jamabandi, mutations since then, map of the 
land, khasra girdawari for the last three years, genealogical tree and 
no-due certificates from the village agricultural credit society and the 
block development officer. The borrower has also to file an affidavit 
indicating that he is cultivating the land himself, that there are no 
co-sharers (and if there are any, they are agreeable to his mortgaging 
the land) that there are no adverse claims on the property and that 
he has acquired title to the property in the manner indicated therein. 
The above papers are submitted by the borrower to the bank along 
with his loan application. 

68. These documents are scrutinized by a clerk in the bank with a 
view to ensuring that these are duly filled in. Thereafter, the applica¬ 
tion is passed on to the receiving officer who signs it under date and 
sends it to the cashier. The latter obtains from the borrower an 
admission fee of one rupee, share money of Rs 10, administrative fees 
at the rate of Re 0.50 per Rs 100 if the loan is up to Rs 5,000 and 
Re 0.75 per Rs 100 for loans exceeding Rs 5,000, legal advice fee 
of Re 1 per Rs 1,000 of loan subject to minimum of Rs 2, 
stationery charges of Re 0.50 and an encumbrance certificate fee of 
Rs 6 (to be passed on to the registering authority). The borrower for 
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a loan of Rs 5,000 has to pay a sum of Rs 47.50 towards the expenses 
enumerated above. Thereafter, the public enquiry notice is issued in 
the prescribed form and sent through the peon for display in the village 
at a prominent place ( vide section 9 of the Rajasthan Co-operative 
Societies Act). The bank’s supervisors have been designated as enquiry 
officers. A clear notice of 8 days is given and if no notice of adverse 
claim is received by him, the enquiry officer issues a certificate in the 
prescribed form indicating that he has received no objection. There¬ 
after, the bank’s legal adviser scrutinizes the documents submitted by 
the borrower and gives his report. The land valuation officer visits 
the spot and gives his report running into eight pages. He mentions 
in his report particulars of the loan, purpose of the loan, particulars 
about the land offered in mortgage indicating the condition of standing 
crops, income from the land offered for mortgage, family and other 
expenses, the repaying capacity and the valuation of land. He makes 
his final recommendations regarding the loan amount and the period 
of loan and the conditions, if any to be attached, before the disburse¬ 
ment of loan. He also makes the valuation of land. 

The file is further scrutinized by the secretary of the bank with 
particular reference to the reports of the enquiry officer, the land 
valuation officer, the village patwari and the tehsildar and he puts up 
the case to the board for sanction, with his recommendations in the 
prescribed form, certifying that all the formalities have been completed. 
If the loan is sanctioned by the board, the chairman countersigns 
the recommendations of the secretary and returns the papers for 
further action. If the loan amount does not exceed Rs 5,000 in case 
of normal loans and Rs 10,000 in the case of special schemes being 
refinanced by the ARC, the borrower is asked to visit the bank and 
execute the mortgage bond. The execution of mortgage is certified 
by the secretary and two witnesses. The bond duly executed is sent 
to the central land development bank with the request for releasing 
the amount. Depending upon the availability of resources, the central 
land development bank issues a draft of the requisite amount on the 
local office of the Bank of Rajasthan or the central co-operative bank. 
On hearing from the central land development bank, the borrower is 
advised of the terms of sanction and asked to receive the payment 
within a week’s time. He is also asked to pay the share money. Receipt 
for money paid is taken from him. 

Meanwhile, the bank obtains a certificate from the sub-registrar 
indicating the encumbrance on the property mortgaged to it. If the 
loan amount relates to the purchase of pumpsets, tractor, etc., a letter 
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is taken from the borrower authorizing the bank to make the payment 
to the dealer. He is also required to execute the deed of hypothecation. 
Installation of pumpsets or purchase of tractors is to be verified bv 
the bank’s staff before issuing the cheque to the dealer. The cheque 
is crossed and is marked ‘Account Payee’. In the case of loans for 
wells, the borrower is given the first instalment by the bearer cheque. 
He is expected to utilize the amount within three months and write 
to the bank to arrange for verification of utilization. The second insta - 
ment is released on verification of proper utilization of the first 
instalment. Where the entire loan amount is fully utilized and duly 
verified, the file (called discharged voucher file) is sent to the central 
land development bank within 90 days. 


Repaying Capacity 

69. While examining loan applications, land development banks 
generally attach greater importance to the security aspect than to the 
determination of the repaying capacity of the borrower. While the 
examination of the title to land and valuation of the hypotheca are 
important, it is necessary to make a detailed and accurate assessment 
of the repaying capacity of the borrower for the purpose of determining 
the amount of loan which may be sanctioned. In the land valuation 
officer’s report, particulars in regard to the annual income and 
expenditure of each prospective borrower are being obtained though 
the degree of reliance which may be placed on the data on non-farm 
income and family expenditure is not known. The calculation or 
assessment of the repaying capacity should be an important considera¬ 
tion not only for determining the borrower’s eligibility for the amount 
of the loan but also the period of its repayment. But it was observed 
that in actual practice this assessment was a mere formality or an 
exercise undergone with a view to establishing the difference between 
annual income at the existing level and annual expenditure which was 
sufficient to pay the annual instalments—generally 10 years in the 
case 'oi wells, pumpsets and land improvement and 15 years in the 
case of purchase of tractors (or as determined) and also to leave a 
surplus at 2/ 2 per cent of the loan recommended by the enquiry officer. 
The latter was as a result of an instruction printed in the proforma 
of enquiry report (land valuation officer’s preliminary report) which 
requires details such as report on the investigation regarding the 
purpose, evaluation of hypotheca, calculation of repaying capacity and 
forms the basis for sanction of the loan. Only the existing level of 
income from the lands offered for mortgage was taken into account 
and where the repaying capacity from this income was found 
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inadequate, income from other lands not mortgaged or other off-farm 
income was added without giving full particulars of such sources in 
order to make up the shortfall. Family expenditure was also deflated 
by assuming a low per capita expenditure to show that the borrower 
had an adequate repaying capacity for the loan applied for by him. 
In certain cases total family expenditure was arrived at in an arbitrary 
manner irrespective of the size of the family and the repaying capacity 
was calculated to suit the size of the loan. 

It is desirable for the banks to obtain details in regard to the 
repayment performance with the application in respect of their short¬ 
term and medium-term borrowings, if any, from primary agricultural 
credit societies for the purpose of making a realistic assessment of their 
repaying capacity. The primary land development banks should also 
obtain information regarding a borrower’s increased repaying capacity 
resulting from the investment on the farm. In this regard the main 
point which merits close consideration is in regard to the definition 
of repaying capacity. The central land development bank for the 
present is ill-equipped in regard to staff for collecting basic data 
required for the formulation of norms in different areas and for different 
investments. Technical staff will have to be drafted for the purpose 
in addition to re-orientation training of the existing staff. 

Disbursement of Loans 

70. Loans for land development works (sinking of wells etc.) are 
issued in two equal instalments. The second instalment is allowed to 
be drawn by the primary land development bank for disbursement 
if the first instalment of the loan has been fully and properly utilized 
for the purpose for which it was sanctioned. The utilization of the 
loan is required to be verified within 3 months from the date of 
disbursement of the first instalment and the report submitted within 
10 days of such verification by the supervisor/land valuation officer 
attached to the primary bank certifying that the amount of the first 
instalment has been duly utilized and recommending the issue of second 
instalment. In case the first instalment of the loan is found to have 
not been utilized, a report on the progress of utilization is required 
to be given every alternate month. 

It has been observed in the primary banks visited by the Study 
Team that there are several applications which are pending disburse¬ 
ment of the second instalment for a long time. This may be because 
of the fact that most of these loans were not utilized. Besides, the 
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primary banks had not cared to verify the utilization of the first instal¬ 
ment though in certain cases more than a year had passed since the 
disbursement of the first loan instalment. There is thus an imperative 
need for taking proper steps for completing the verification of utiliza¬ 
tion of loans in all such pending cases. Where the first instalments 
had been disbursed and the second instalments have not been demanded 
for more than four months, the verification should be done immediately. 
In all cases where the first instalment has been misutilized, the loan 
accounts should be foreclosed and the disbursed amount should be 
treated as demand after initiating action under sections 105 and 106 
of the Rajasthan Co-operative Societies Act, 1965. 

Viability of Primary Land Development Banks 

71. According to the recommendations of the Functional Committee 
on Agricultural Credit (1966) the land mortgage banks will ordinarily 
require a margin of about 3 per cent to meet overhead and risk charges. 
Of this margin, at least 1.75 per cent should be available to the 
primary land development banks. The minimum staff required for a 
primary land development bank for efficient servicing of its loan 
business is one secretary, one accountant, two supervisors, one clerk 
and a peon. This complement of staff would be necessary when the 
outstanding loans by the bank reaches a level of Rs 20 lakhs. At this 
level of business the bank would be in a position to incur an expenditure 
of about Rs 18,000 on the staff per year and also pay a dividend of 
4 per cent. The minimum annual loans issued should normally be about 
Rs 3.7 lakhs for a bank which issues loans for 10 years, and about 
Rs 2.6 lakhs for a bank which issues loans for 15 years. 

At present as many as 13 primary banks have loans outstanding 
below Rs 20 lakhs. Of these, as many as 8 banks, viz., Bikaner, Beawar, 
Ajmer, Churu, Dungarpur, Nohar, Pratapgarh and Sirohi are having 
loans outstanding below Rs 15 lakhs. 

As many as 22 primary banks have loans outstanding for more 
than Rs 20 lakhs. Four banks, namely, Alwar, Bharatpur, Kota and 
Jaipur have loans outstanding exceeding Rs 1 crore. From the details 
of the profits earned or losses incurred during 1971-2 it would be 
observed that as many as 7 banks had incurred losses during 1971-2. 
These are Kekri, Bundi, Nohar, Udaipur, Bhilwara, Jodhpur and Sirohi. 

Profits 

72. The profits earned by the banks were not substantial in many 
cases as may be seen from the details given in Table 12. 
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TABLE 12 

Primary Banks According to Profits 


Profits earned during the year 1971-2 

No. 

Name of the 

primary land development bank 

Up to Rs 0.10 lakh 

8 

Ajmer, Beawar, Jhalawar, 

Bikaner, Dungarpur, Chittorgarh, 
Bilara and Barmer 

Rs 0.10 lakh to RsJ3.20 lakh 

9 

Sawai Madhopur, Hindaun, 

Baran, Hanumangarh, 
Raisinghnagar, Churu, Banswara, 
Pratapgarh and Pali 

Rs 0.20 lakh to Rs 0.30 lakh 

4 

Alwar, Jhunjhunu, Tonk and 
Jalore 

Rs 0.30 lakh to Rs 0.50 lakh 

5 

Dholpur, Jaipur, Sikar, Kota 
and Nagaur 

Rs 0.50 lakh to Rs 0.75 lakh 

1 

Ganganagar 

Rs 0.75 lakh to Rs 1.00 lakh 

1 

Bharatpur 

Above Rs 1 lakh 

Nil 


Worked at loss 

7 

Kekri, Bundi, Nohar, Udaipur, 
Bhilwara, Jodhpur and Sirohi 


The marginal profits in most of the banks were due either to inadequate 
loaning or heavy cost of management. 


During the past few years, the loaning had also decreased 
considerably, i.e., in the case of the central co-operative land develop¬ 
ment bank which issued loans of Rs 464.84 lakhs during 1970-71, 
loans during 1971-2 amounted to Rs 359.21 lakhs only and during 
1972-3 to Rs 230.70 lakhs. Besides, the overdues which limited the 
scope of expansion, there were other factors such as certain aspects of 
the federal structure of land development banking which retarded 
growth. These were attributed inter alia to the absence of an efficient 
centralized organization and some of the disadvantages of decentraliza¬ 
tion at the functional level. The set-up did not allow for more objec¬ 
tive view of regional development which was essential considering 
the vast regional variations in the state. The primary banks have not 
so far succeeded in providing long-term credit at points nearest to the 
farming community at low incidental charges. 

73. Most of the primary banks were not financially viable to function 
as self-sufficient primary banks and there was lack of co-ordination 
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between the central land development bank and the primary banks. 
This resulted in a low level of business on the one hand and depriving 
the state of the requisite quantum of investment credit on the other. 
During the course of the study, it was noticed that one bank even 
passed a resolution not to accept the scheme sanctioned by the ARC 
on account of the apprehension that in the case of shortfall in targets 
the bank will be required to pay commitment charges. As a result, 
the business went to a commercial bank in the area. There was also 
lack of co-ordination between the primaries and the project staff. 

74. As regards remediable measures, the Study Team is of the opinion 
that the reorganization and rehabilitation programme should be taken 
up immediately. At one stage we considered the feasibility of eliminat¬ 
ing these primaries altogether and setting-up the branches of the central 
land development bank at various places in the district depending on 
the business potential, may be even at the tehsil headquarters. How¬ 
ever, after long discussions, we decided that the existing 35 primary 
banks may be amalgamated into 25 primary land development banks 
one each for 25 districts of Rajasthan excluding Jaisalmer District and 
the district level primary banks can have their own branches within 
the district. This set-up will have its own advantages, the first being 
that primary land development banks at district levels will function 
as viable units. The proposed set-up, if properly managed, will take 
care of reducing vast regional imbalances and disparities and can also, 
through the branches, provide long-term credit at points nearest to the 
farming community with minimum incidental charges. The regional 
offices of the central land development bank should have adequate 
number of officers including inspecting personnel. The central land 
development bank will also have to take up recruitment, training and 
maintenance of a common pool of staff and creation of technical cells. 
Suitable provision will have to be incorporated in the by-laws of the 
primary banks for appointment of cadre personnel. 

75. The land development banking structure was discussed by the 
Study Team with the state officials in the chamber of the Agriculture 
Production Secretary where, apart from the Agriculture Production 
Secretary, both the Special Secretaries for Co-operation and Special 
Schemes as well as the Registrar of Co-operative Societies were also 
present. The consensus of opinion was to have a unitary system of land 
development banking. Although there were apprehensions and reserva¬ 
tions, it was advocated that if proper approach to the problem was made 
by educating the minds of co-operators in the field, a favourable 
atmosphere would be created in favour of the unitary structure. The 
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above proposition was not, however, favoured by some of the directors 
of the central land development bank with whom a meeting was 
arranged on 24 July 1973. These directors while favouring one primary 
bank for each district as suggested as an alternative arrangement 
expressed their apprehensions that the non-officials connected with the 
existing primary banks at places other than district headquarters were 
likely to oppose this move vehemently. 

Verification of Loan Utilization and Discharged Voucher Files 

76. The position regarding verification of utilization of loans is highly 
unsatisfactory in the state. Verification of utilization after the issue 
of the second instalment has not been done in most of the cases. Primary 
banks are attaching importance only to disbursement of loans and pay 
scant attention to verification of utilization of the loans. In terms 
of lending policy, utilization of loans is to be verified within 4 months 
of the final disbursement of loan and discharge voucher files together 
with final utilization certificates and final (second) non-encumbrance 
certificates should be submitted to the central land development bank 
duly completed in all respects. In terms of the central land develop¬ 
ment bank’s circular letter No. Accounts. 299 dated 22 May 1969 all 
discharge voucher files were required to be completed in the aforesaid 
manner and submitted to the central land development bank. Although 
pointed out from time to time in the Reserve Bank’s inspections, most 
of the files were lying incomplete in all the primary banks for want 
of the verification of utilization of loans. As against 39,087 D.V. Files 
due for submission, only about 2,794 D.V. Files have so far been 
received in the central land development bank. It appears that utiliza¬ 
tion certificates have not so far been given in the remaining D.V. Files 
and these are thus not complete for despatch to the central land 
development bank. This is attributed also to inadequacy of staff. Only 
46 supervisors have been posted by the co-operative department in 
the areas of all the 35 primary land development banks relating to 
ordinary lending programme. There are some primary banks which 
are in a position to have their own staff for this work but since the 
state government have already provided similar staff without charging 
any salary etc., from the primary land development banks, these primary 
banks do not respond favourably to the suggestion to have their own 
supervisors in addition to the existing staff. The work of verification of 
utilization of loan has been entrusted to the land valuation officers working 
under the administrative as well as operational control of the co-opera¬ 
tive department. Their salaries and training allowance etc., are also 
paid by the co-operative department. In order to expedite the work 
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of verification of utilization of loans, the Registrar empowered the 
supervisors attached to primary land development banks from time to 
time to work as land valuation officers so as to enable them to give 
final utilization certificates to complete the D.V. Files. 

77. The circular No. F.l 1(151) CA/GR.1/61 dated 12 December 
1961 issued by the Secretary to the Government of Rajasthan and 
endorsed by the Registrar vide his letter No. 19862/98/F.l (i)CDR 
Bank/61 dated 1 March 1962 laid down that it will be the responsibility 
of the regional deputy registrar to ensure and certify that the loan 
was utilized for the purpose for which it was sanctioned. The central 
land development bank vide their circular No. 212 dated 7 September 
1965 called upon the primary banks to furnish the necessary informa¬ 
tion to enable the deputy registrars to do the needful. However, this 
work remained in heavy arrears and the deputy registrars did not 
ensure implementation of these instructions either through the land 
valuation officers or supervisors or other staff at their disposal. There 
is no procedure of follow-up to ensure verification of utilization of loans 
issued by the bank. It was also felt that the work relating to verifica¬ 
tion of utilization of loans as well as resort to coercive action may some¬ 
times be deliberately avoided because misutilization as well as various 
sorts of malpractices in issue of loans are likely to come to light during 
the course of such action. Further, in terms of the revised lending 
policy brought into force since November 1969, verification of loans 
is required to be done within 15 days of the receipt of intimation from 
the borrower that the loan has been utilized. Unfortunately this has 
been interpreted in actual practice by the staff of banks that if there 
is no intimation from the borrower, utilization of the loan would not 
be verified by the field staff. This provision needs to be suitably 
amended/modified by the bank in order to make it obligatory for the 
staff to verify utilization within the stipulated period as required, if the 
borrower did not intimate to the bank after a reasonable lapse of time 
from the disbursement of the loan. 

78. The primary banks are not maintaining any utilization register 
showing the position of loan cases due for verification, loan cases in 
respect of which loan utilization has been verified and regarding the 
results of such verification by supervisors/land valuation officers on-the- 
spot and the action taken by the banks on such reports. Coercive 
measures are meant to be exercised in cases where the loan instalment 
has not been repaid on the due date. Even in cases where misutilization 
or mis-application of loan is noticed, no action is taken to foreclose the 
account and recover the entire loan from the borrower concerned. The 
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loan outstandings of the banks increased from Rs 791.69 lakhs as on 
30 June 1970 to Rs 1,388.85 lakhs as on 30 June 1972 and further 
to Rs 1,579.83 lakhs as on 31 March 1973. The large increase in the 
business has brought to light the importance of verification of utiliza¬ 
tion of loan. The responsibility for this is to be borne by the land 
development banks themselves. The failure to do so has resulted in 
heavy overdues at the level of primary banks. Cases of misutilization, 
complete and part misutilization are numerous in almost all the primary 
banks visited by the Study Team. There were cases where the Reserve 
Bank officers had observed that no action was taken even on the reports 
of misutilization by the primary banks. There was also heavy incidence 
of cases where the supervisors and land valuation officers had given 
wrong verification reports regarding utilization of loans. The concerned 
staff had neglected the verification of utilization and did not keep close 
and constant contact with the borrowers. This shows a very un¬ 
satisfactory state of affairs regarding arrangements for supervision and 
for verification of utilization of loans and if allowed to continue may 
cripple the land development banking structure in the state. 

Demand, Collection and Balance Register 

79. The maintenance of a consolidated demand, collection and balance 
register has assumed great importance in view of the recent policy of 
the Reserve Bank requiring the central land development banks to 
regulate their advances to primary banks in relation to the overdues of 
the primary land development banks. The central land development 
bank suggested that the overdues of the primary banks should be 
certified by the concurrent auditors. In order to give this certificate 
it is obligatory on the part of the banks to maintain a demand, collection 
and balance register properly and up-to-date. During our visits to some 
of the primary land development banks it was observed that the primary 
banks were not maintaining any demand, collection and balance register 
but used to show demand, collection and balance etc., in the individual 
loan accounts of the borrower. The figures of demand, collection and 
balance as supplied by the primary banks were usually wrong. This is 
due to the fact that some of the primary banks do not compile the 
figures as per instructions issued by the central land development bank 
from time to time. In some cases, advance recoveries have also been 
adjusted against demand and overdues reduced accordingly. Some of the 
primary banks have made incorrect calculations knowingly. As a result of 
this in the case of certain primary banks the position of overdues and 
percentage thereof to the demand had to be revised by the primary banks. 
The department has deputed concurrent auditors for the primary banks. 
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The duties of these concurrent auditors, inter alia, include periodical 
audit of the accounts of the primary banks and to see that necessary 
accounts are maintained in the prescribed registers correctly. It has been 
a practice that these concurrent auditors who look after the primary 
banks in addition to the central co-operative banks of the district usually 
pay inadequate attention to the work of concurrent audit of these 
primary banks. The workload of a concurrent auditor taking into 
consideration the expected volume of the work cannot be said to be 
excessive. Thus the neglect of this important item of work by the 
concurrent auditors should not be allowed to continue. 

80. The primary banks do not compile period-wise classification of 
overdues in most of the cases. The central land development bank also 
does not require primary land development banks to furnish such 
information. In terms of a resolution of the executive committee of the 
central land development bank dated 12 May 1969 a minimum of 
80 per cent of demand is required to be collected by the primary land 
development bank in order to qualify for fresh finance. In other words, 
if overdues exceed 20 per cent of demand for a particular year the 
central land development bank reserves the right to stop financing afresh 
to the primary .banks concerned. The rule, however, has not been 
enforced and most of the defaulting banks have been allowed sufficient 
finance irrespective of the level of their default in repayment of the loan 
to the central land development bank. 

81. In terms of section 34(4) of the Rajasthan Co-operative Societies 
Act, 1965 read with the Registrar’s circular No. F.8(15)CDR/DK-63/4 
dated 1 September 1966 a representative of a primary bank in default 
to the central land development bank for a period exceeding 3 months 
shall not be eligible for election as director and shall cease to hold office 
as soon as the bank he represents incurs the above said disqualification. 
The government have, however, held in abeyance the operation of this 
section till 30 June 1973 in terms of section 139 of the Rajasthan Co¬ 
operative Societies Act, 1965. This relaxation has further been extended 
up to 30 September 1973. In apprehension of acquiring disqualification 
under this Act, the office-bearers should have taken keen interest in not 
only clearing default to the central land development bank but also in 
effecting substantial recoveries from the individual borrowers. This is 
a deterrent provision and should be enforced in order to improve 
recovery performance rather than keeping its operation in abeyance 
under section 139. 

82. On an analysis of the position regarding defaulters according to 
landholding, it is observed that the defaulters are mainly in the higher 
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group of landholding. This presupposes that the defaulters in this cate¬ 
gory could have conveniently avoided defaults in case there was proper 
follow-up and verification of utilization of loans. 

(1) There is a need for thorough investigation of the causes for 
the rising trend in overdues in each of the primary banks. As already 
mentioned, a major part of the state has been affected by frequent 
famine and this has certainly affected the repaying capacity of the 
borrowers. The other reason may be misutilization of loans or wilful 
default on the part of the borrower in the absence of proper arrange¬ 
ments for follow-up measures. 

(2) The central land development bank, in consultation with the 
co-operative department, should formulate a plan for effecting recovery 
of overdue loans by resorting to coercive measures. For the purpose it 
may provide for additional staff, if necessary. An assistant registrar of 
co-operative societies may be appointed for a district or for two to three 
districts taking into consideration the amount involved in default and 
the number of defaulters. The field staff may be controlled by the 
special officer of the rank of assistant registrar so appointed and should 
work in close co-operation with the staff in the primary banks. This will 
even obviate the difficulty in sparing the normal staff from attending to 
this type of work so that they can concentrate on the regular loan 
business. 

(3) The recovery of dues by distraint and sale of produce from the 
mortgaged land or by sale of the mortgaged property may be effected 
under the legal provisions in this regard. It was observed that in some 
cases where the land of a defaulter was to be auctioned the local people 
did not come forward mainly because of local affiliations and to avoid 
local conflicts. It is suggested that in such cases the lands should be 
taken over by the government and the loan amount should be adjusted. 

(4) In the case of loans advanced for minor irrigation works like 
digging of wells or repairs of wells or for construction of channels, the 
repayment of the loan starts from the next year. It has been observed 
that there were cases where for want of cement and iron etc., the borrower 
could not complete the work undertaken by him, and consequently the 
investment did not generate any additional repaying capacity. In such 
cases the instalment falling due in the first year may be so rephased that 
he is not required to repay the due instalment for the first year. 

(5) In the case of infructuous investment on wells which could 
not be used by the borrowers because of water being unsuitable for 
irrigation or certain other reasons like cases where water was not struck, 
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there appears to be a need for giving such a borrower adequate relief 
both in regard to payment of principal and interest. This can be done 
by creating a fund for this purpose both at the level of primary banks 
as well as the central land development bank by making appropriations 
from profits. The state government may also provide subsidy in order 
to give relief to the affected cultivators. 

(6) The primary banks should identify cases where default is due 
to drought and other natural calamities and if necessary the loan instal¬ 
ments should be allowed to be re-scheduled. One of the solutions could 
be to rephase these overdue instalments relating to drought for the 
remaining period of the loan so that there is no deficit in the sinking 
fund on this account. 

(7) Adequate legal provision may be necessary for the seizure and 
sale of moveable assets such as pumpsets at short notice in the event 
of default in payment of instalments or alienation of such assets. 

The position of overdues at the level of primary land development 
banks is disappointing as will be seen from the position of demand, 
recovery and balance given in Table 13. 

TABLE 13 

Overdues in Primary Banks 


Rs Lakhs 


Year 

Demand 

Recoveries 

Balance 

1969-70 

53.49 

38.40 

15.09 

1970-71 

122.25 

79.50 

42.75 

1971-2 

367.66 

190.26 

177.40 

1972-3 

490.35 

251.37 

238.98 


The position of overdues of each of the primary land development 
banks as on 30 June 1973 is given in Statement 3. The position of overdues 
of the primary land development banks is briefly given in Table 14. 
Out of 35 primary banks, two banks, viz., Dholpur and Bikaner 
did not have any demand during 1971-2 and 1972-3. It would appear 
that only in respect of the Dholpur primary bank, the overdues were below 
15 per cent during 1972-3. This was because the bank started providing 
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TABLE 14 

Primary Banks According to Overdoes 



30-6-71 

30-6-72 

30-6-73 

No. of banka having overdues up to 15% 

_ 

_ 

I 

No. of banks having overdues: 

Between 16 and 25% 

1 

2 

2 

—do— Between 26 and 40% 

4 

7 

8 

—do— Between 41 and 50% 

9 

12 

10 

No. of banks having overdues above 50% 

19 

13 

13 

Total 

33 

34 

34 


finance recently. In the category of banks having overdues from 16 to 
25 per cent and 26 to 40 per cent, the number of primary land develop¬ 
ment banks had increased from 1 and 4 to 2 and 8 in 1970-71 and 
1972-3 respectively. In the category of banks having overdues from 41 
to 50, the number of primary land development banks which was 9 in 
1970-71 increased to 12 in 1971-2 but declined to 10 in 1972-3. The 
number of primary banks having overdues above 50 per cent was 19 in 
1970-71 but the same was reduced to 13 in 1971-2 and this position 
remained unchanged during 1972-3. A further deterioration in the 
position of overdues subsequent to 1970-71 has been checked partially 
because of the introduction of the Reserve Bank’s policy of regulating 
advances in relation to overdues of primary banks from April 1971. 

83. The worsening position of overdues is partly due to drought and 
famine conditions prevailing in certain parts of the state but largely to 
perfunctory enquiry reports, unrealistic assessment of the repaying 
capacity, lack of proper arrangements for verification of utilization of 
loans, inadequate staff and laxity in supervision. Moreover, in collusion 
with the bank’s staff certain irregularities were committed and in some 
of the primary banks it was observed that the land valuation officers/ 
supervisors who were from the department were guilty of issuing in¬ 
correct certificates indicating that the first instalment of loan was utilized 
in order to enable the borrower to receive the second instalment. The 
supervision machinery is inadequate to cope with the increased lending 
programme. To supervise about 50,000 loan cases as on 30 June 1973 
there are 46 supervisors deputed by the department. In addition, some of 
the primary banks have also appointed some supervisors of their own. The 
number of loan cases per supervisor ranged from 450 to 500. As the 
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villages are sparsely populated and are situated at far distances and the 
means of transportation are not adequate, a supervisor should normally 
be entrusted with about 250 to 300 cases only. In most of the primary 
banks it is observed that unduly large staff in the clerical cadre is 
maintained. It is suggested that some of them who are suitable could be 
utilized as supervisors. Further, the primary banks which are viable units 
should employ their own staff of supervisors. 

84. Most of the primary banks have failed to resort to coercive action 
against defaulters under sections 105, 106 and 110 of the Rajasthan Co¬ 
operative Societies Act, 1965. This has also resulted in an increase in 
the overdues. Out of 32 banks for which information is available, as 
many as 19 banks have not taken any legal action for the recovery of 
dues while the remaining 12 banks (position of Jaipur bank is not 
known) have filed suits for the recovery of very small amounts as will 
be seen from Table 15. 


TABLE 15 



Position of 

Suits Against Defaulters 

Rs Lakhs 

Name of the bank 

Total overdues on 

30 June 1972 

Suits filed 

Kota 


2.85 

0.39 

Dungarpur 


0.41 

0.09 

Banswara 


1.06 

0.38 

Sikar 


8.77 

5.03 

Hanumangarh 


3.47 

0.10 

Raisinghnagar 


0.67 

0.33 

Nohar 


3.72 

0.65 

Sirohi 


1.96 

0.26 

Jalore 


6.75 

0.25 

Kekri 


2.74 

0.70 

Hindaun 


4.26 

0.71 

Alwar 


7.06 

0.27 


The central land development bank has also not initiated any 
effective action under section 106 (ii) of the Act ibid which provides 
that if the primary bank fails to take action against the defaulters 
under sections 105 and 106, the central land development bank might 
direct the said bank to take proper action and where no action is taken 
the central land development bank or the trustee might take whatever 
action is deemed necessary by them. 
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Prospective Role of Land Development Banks 

85. An analysis of long-term loans outstanding with reference to the 
net area sown in the different states with the position obtaining as on 
30 June 1971 has revealed that the average investment of long-term 
credit comes to Rs 46 per hectare. Rajasthan stood fourth from the 
bottom as per the Working Group on the Fifth Plan. 

Irrigation 

86. “An approach to the Fifth Five Year Plan” circulated by the Chief 
Secretary, Government of Rajasthan, contemplates that all possible 
sources of irrigation need to be developed on a priority basis. To-day 
hardly 18 per cent of the net sown area is irrigated in the state. It is 
estimated that the total surface water available in Rajasthan is about 
648 TMC* out of which 288 TMC cannot be put to use, 248.4 TMC 
was put under utilization through 2733 schemes and 8.5 TMC of surface 
water is further expected to be utilized by the end of 1973-4. At the 
beginning of the Fifth Plan, there would be 83.1 TMC of surface water 
still available for further utilization which would irrigate about 
6.65 lakh acres of land. 

Major and Medium Projects 

87. Apart from the Rajasthan canal project and Beas project, there are 
at present four major and six medium irrigation projects under operation 
in the Fourth Plan as follows : 


Major Projects 

Medium Projects 

(1) Chambal stage I 

(1) Sei 

(2) Mahi 

(2) Meja 

(3) Gurgaon 

(3) Bhimsagar 

(4) Jakham 

(4) Harish Chandra Sagar 

(5) Jaitpura 

(6) Gopalpura 


Scope for Investment Credit 

88. Apart from massive direct investments by the state government, 
a large number of schemes will be executed in the areas of these irrigation 
projects during the coming years. Sizeable amount of money will have 
to be advanced by way of loans to individuals or corporate bodies for 
land levelling, water courses and farm equipment including tractors, etc. 
For instance in the area of the Rajasthan canal alone, it is anticipated 

*TMC=Thousand Million Cubic Feet 
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that Rs 70.95 crores, Rs 58.19 crores and Rs 14.21 crores will be 
required for land levelling, water courses and farm tractors respectively 
and this will flow from institutional financial agencies like land develop¬ 
ment banks. 

(i) Land Levelling 

The estimated requirements for land levelling to be provided by 
the land development banks in respect of the owners of the land are 
given in Table 16. 


TABLE 16 

Estimated Credit Requirements for Land Levelling 


Rs Crores 


Year 

Machine hours 
(in lakh hrs) 

Credit required 
from LDBs at 
Rs 100 per 
M. hr 

Remarks 

1 

2.23 

2.23 

Works are likely to be 

2 

2.34 

2.34 

executed through Agro- 

3 

3 45 

3*45 

Industries Corporation, 

4 

5.56 

5.56 

Soil Conservation Depart¬ 
ment and private 

5 

6.67 

6.67 

contractors. 

6 

8.78 

8.78 


7 

10.37 

10.37 


8 

10.37 

10.37 


9 

9.13 

9.13 


10 

7.87 

7.87 



66.77 

66.77 



(ii) Lining of Water Courses 

The programme for lining of water courses in canal command areas 
will require Rs 52.90 crores and will be financed by the land develop¬ 
ment banks as loans to individual cultivators. However, works will be 
executed through the agency of the Rajasthan canal project. Year-wise 
details of loans to be given by the land development banks are given 
in Table 17. 


(iii) Farm Tractors 

The likely programme for the purchase of tractors, through loans 
at Rs 40,000 per tractor, with some implements for the next ten years 
in the Rajasthan canal command area will be as given in Table 18. 
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TABLE 17 

Loans to be Provided for Lining of Water Courses 


Rs Crores 


Year 

Canal command area 
(Lakh acres) 

Length of water 
courses to be lined 
in miles 
(Lakh acres) 

Cost at Rs 23,000 
per mile 

1 

1.77 

1500 

3.45 

2 

2.36 

2000 

4.60 

3 

2.36 

2000 

4.60 

4 

2.95 

2500 

5.75 

5 

2.95 

2500 

5.75 

6 

2.95 

2500 

5.75 

7 

2.95 

2500 

5.75 

8 

2.95 

2500 

5.75 

9 

2.95 

2500 

5.75 

10 

2.95 

2500 

5.75 


27.14 

23,000 

52.90 



TABLE 18 

Estimated Requirements for 

Farm Tractors 

Rs Lakhs 

Year 


No. of tractors 

Loan 




requirements 

1 


200 

80.00 

2 


250 

100.00 

3 


250 

100.00 

4 


350 

140.00 

5 


350 

140.00 

6 


350 

140.00 . 

7 


400 

160.00 

8 


450 

180.00 

9 


450 

180.00 

10 


500 

200.00 



3550 

1420.00 


The programme is chalked out for about 50 per cent of the total 
requirements of the tractors in the area and this is expected to be 
financed by the land development banks as loans to cultivators. In 
addition to the above, there is a programme for construction of mandis 
at a cost of Rs 12.50 crores during the same period. 
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89. The state government have anticipated that in order to implement 
the various schemes in the Rajasthan canal area, it will be necessary 
to organize primary banks or their branches in a phased manner. In 
all about 150 primary banks or their branches are to be organized during 
the next 10 years or 15 primary banks/branches every year. It is 
further contemplated that the entire finance for the above 4 projects 
will be refinanced by the ARC which works out to Rs 155.84 crores 
as under: 


Rs Crores 


Land levelling 

70.95 

Lining of water courses 

58.19 

Farm tractors 

14.20 

Mandis J 

12.50 


155.84 


Similarly, massive capital investment will be required in the areas 
of other major and minor irrigation schemes. This indicates the vast 
potentialities for the expansion of business by the primary banks. 

90. Apart from the land development banks in the state, the 
commercial banks have also entered in the field of providing 
long-term investment particularly since nationalization of the 14 major 
commercial banks. In the initial stages, the commercial banks 
which were not eligible to advance loans by simple mortgage of 
lands as security for the loans advanced to khatedar tenants have 
also been made eligible under the relevant legislation. Commercial 
banks are also exempted from paying stamp duty on mortgage deeds, 
like co-operative institutions. In pursuance of the recommendations of 
the report of the Expert Group on State Enactments having a bearing 
on Commercial Banks Lending to Agriculture, the state government 
have provided almost all the privileges and facilities as are available 
to co-operatives. The commercial banks in the state had sanctioned 
credit limits of Rs 12.96 crores directly to about 25039 agriculturists 
of which Rs 9.12 crores were outstanding in September 1972. 

91. There is vast potential for economic development in the state and 
the Government of Rajasthan have formulated certain schemes having 
a direct bearing on agriculture and the rural economy. Some of the 
projects formulated by the state government are referred to below : 
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Rajasthan Intensive Cattle Development Project 

This is a project proposed for the integrated development of cattle 
and dairying in 6 out of 26 districts in the state. The districts selected 
for the project are Alwar, Bharatpur, Jaipur, Ajmer, Tonk and 
Sawai Madhopur. The selection of areas for cattle development 
projects may be made on the basis of possible increase in fodder culti¬ 
vation per head per cattle. Viewed from this angle the eastern districts 
of Rajasthan are found to be a suitable choice for the project. These 
districts have on an average 62 per cent of the total area under cultivation. 
Mixed farming is already in practice in these districts and there is an 
awareness of the possibilities of undertaking dairy on commercial lines. 

92. Alwar and Bharatpur Districts form the milk feed areas for the 
metropolitan city of Delhi, while Jaipur and Tonk Districts provide milk 
to Jaipur city. Because of its direct rail connexions, Sawai Madhopur 
can become another milk feed area for the supply of milk to Delhi. 
Jaipur District has a population of gir cattle. The milk production 
per square mile is substantially higher in these areas than other areas 
of the state. Thus if these districts are properly exploited, milk produc¬ 
tion could be increased as visualized in the project. For this purpose the 
scheme contemplates establishment of the Rajasthan Dairy Development 
Corporation Ltd., to design and execute dairy and cattle development 
projects for various areas and advise government on the strategy for 
dairy development, organization of milk collection and milk distribution, 
setting up of milk based industry, related cattle and pasture improve¬ 
ment programmes and organization of milk producers. It will be one of 
the objectives of the corporation to simultaneously take steps to develop 
the co-operative organization of milk producers. 

Project Cost 

93. The total cost of the project is Rs 40.05 crores. The expenditure 
can be classified into three items, viz., (1) inputs for enhancement of 
milk production, (2) loans to milk producers and farmers and (3) the 
investment by the Rajasthan Dairy Development Corporation in feed 
mixing plants, facilities and dairy industry. 

Rajasthan Sheep Development Project 

94. This project has been drawn by the state government with the 
objective of producing higher and better qualities of wool and mutton 
through a Sheep Breeding Board to be constituted in Rajasthan. It aims 
at achieving this objective by organizing in an integrated manner both 
the production and the marketing of wool and mutton, through a 
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provision of the required inputs and corresponding services in two 
selected compact areas of the state. The Board is expected to be financed 
by the government and the ARC. 


Proposals for Reorganization 
Structural changes 

95. The present structure of land development banking in Rajasthan 
is federal in character. The state land development bank is at the apex 
level and there are 35 primary banks at district/taluka headquarters. 
The apex land development bank has opened 5 zonal offices at Jodhpur, 
Jaipur, Bharatpur, Udaipur and Kota. Till now only inspecting 
officers known as zonal officers were posted there and they were not 
assisted by any staff. Very recently, these zonal offices have further been 
strengthened by posting of one assistant at each of these offices. The 
duties of these zonal officers are inter alia scrutiny of bonds executed by 
the borrowers and inspection of the primary banks. In addition, they 
are also required to conduct some of the enquiries entrusted to them 
from time to time. There has been no proper control over these zonal 
officers and most of their time is spent in scrutiny of bonds, etc. They do 
not pay any serious attention to the work of inspection of the primary 
banks. Further, the head office did not have effective control over these 
zonal offices. In other words, the central land development bank has not 
been able to provide the requisite lead to the primary banks nor could 
it succeed in introducing financial discipline in the working of these 
banks to the extent necessary. 

96. In the context of the existing conditions, it may not be advisable 
to suggest a unitary system of land development banking in this state. 
At the same time it has also been observed that some of the primary 
banks are either not viable units or are so weak that they require 
constant supervision by the state land development bank. The Study 
Team feels that there should be only one primary bank for each district 
and the primary banks organized and registered in addition to those 
existing at district headquarters should be merged with the existing 
primary bank. Thus, there will be in all 25 primary banks in 25 districts 
barring Jaisalmer District where presently there does not seem to be any 
scope for investment. However, this district is likely to be covered by 
the Rajasthan canal and there are also other schemes in operation for 
installation of tubewells by the state government and handing them 
over to the local people which will offer scope for provision of investment 
credit in agriculture. Besides, some ARC-refinanced schemes for intensive 
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development of the sheep and wool industry in this district might be 
formulated and in that case a separate primary bank would be required. 
However, for the present, this district can be covered by the primary 
bank at Jodhpur or Barmer. Thus it would appear that there is need 
for creating an atmosphere favourable to amalgamation and merger of 
primary banks working at places other than the district headquarters 
with those existing at the district headquarters. 

Organizational Set-up 

97. With the orientation of lending for developmental purposes, the 
need for proper staffing of land development banks has acquired a new 
urgency. The methods for appraisal of loan proposals and follow-up 
have become more complex calling for adequate and competent staff. 
The number of sections in the head office of the central land develop¬ 
ment bank depends on the variety of functions and the volume of 
operations of the land development bank. However, in any set-up at the 
head office there should be an administration section, accounts section, 
debenture section, loan section, audit and inspection section, legal section 
and so on. These sections may be further split up or combined according 
to the situation. It will be desirable for one section to be specifically 
concerned with processing of loan applications and checking of utilization. 
Apart from administrative staff it will be increasingly necessary, for the 
central land development bank to have some technical staff. At present the 
bank is neither fully staffed nor is it maintaining any technical staff. 
Although the bank has certain sections, there is a need for proper co¬ 
ordination and planning at the apex level. For this purpose, we have 
proposed staffing pattern as per details given in Statement 4. This pro¬ 
posed staffing pattern was discussed with the state representatives and also 
with the local directors of the central land development bank. The 
directors of the bank were of the view that since the managing director 
is being posted in the bank there was no need for having a general 
manager at the head office. The work of the general manager 
could be looked after by the managing director. In addition they 
were of the view that the administration section should be separated and 
kept directly under the managing director. This is all the more 
necessary when we are contemplating common pool of key personnel 
for all the primary banks which will be supervised by the administration 
section. 

Technical staff at the apex level 

98. At present the GLDB is not having any technical staff either to 
formulate any scheme or to undertake any study in regard to the present 
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type of lending or to explore future possibilities of new schemes to be 
taken up. The special schemes to be refinanced by the ARC are being 
formulated by the agriculture department and the CLDB is not being 
effectively associated at any stage of formulation. The scheme when 
sanctioned is communicated to the CLDB for implementation. This 
creates several problems, the most important being that the CLDB does 
not feel directly involved as such because of its absence in the initial 
stages of formulation. Secondly the CLDB also does not have the 
requisite staff to execute the scheme in all its essentials and there is 
lack of co-ordination. In case the CLDB has some technical staff of its 
own, this will not only assist the CLDB in formulation of schemes but will 
also advise it at every stage of execution. In the case of ordinary loans, 
the technical staff will be helpful. For this purpose technical staff such 
as engineering and agricultural graduates are necessary for assessing 
the technical and economic feasibility of various types of schemes. It is 
suggested that in the initial stages the bank may create a small technical 
cell by having junior engineers and agricultural graduates. At the 
same time it should continue to avail itself of technical advice from 
the officers of the agriculture and irrigation departments at each level, 
i.e., right from the state to district levels. 


The central land development bank had its zonal offices at 5 places 
with the staff as noted thcreagainst. 


Zonal Office 

Staff 


Jaipur 

1 Inspecting Officer, 1 Assistant and 

1 Peon. 

Jodhpur 

-do- 


Udaipur 

-do- 


Kota 

1 Inspecting Officer, 1 Inspector, 1 
and 1 Peon. 

Assistant 

Bharatpur 

1 Inspecting Officer, 1 Assistant and 

1 Peon. 


99. At present there is no separate inspecting officer for Udaipur and 
both the zones, i.e., Udaipur and Kota are looked after by one inspecting 
officer. Of these inspecting officers, the inspecting officer at Jaipur is 
the bank’s own officer and the inspecting officers at Kota and Bharatpur 
are assistant registrars of co-operative department on deputation with 
the bank. The inspecting officer at Jodhpur is of inspector’s grade and 
is on deputation from the department. These inspecting officers have 
so far been looking after the work of scrutiny of mortgage deeds. The 
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work of inspection has been neglected as may be seen from the details 
given below: 



1969-70 

1970-71 

1971-72 

1972-73 

Inspections conducted 

17 

8 

16 

12 

Inspection reports issued 

'17 

8 

13 

7 

Compliance reports 
received 

2 

1 

4 

1 


All the primary banks have not been inspected once in a year. 
The inspection reports are not being sent to the primary banks in time 
nor their compliance ensured. 


It is pertinent to mention here that in some of the primary banks 
where the lending is heavy, the secretary is a senior assistant registrar 
whereas the work of these banks is expected to be inspected by a junior 
officer either of the cadre of an inspector or junior assistant registrar. 
In view of this it seems necessary that the inspecting officers should 
normally be senior to the secretaries posted in the primary banks. Further, 
there is no effective control over these inspecting officers and the inspec¬ 
tion reports submitted by them are either not of much use or are delayed 
at their own level. These reports are not put up for any scrutiny at the 
CLDB level. In order to co-ordinate the inspection programme of the 
inspecting officers and to supervise their work, a senior officer at the 
CLDB level should be entrusted with this job. 

Financial Assistance 

100. The bank may be in a position to bear the cost of the normal 
staff to be maintained by it. Since we are contemplating some additional 
sections as per the proposed staffing pattern and a small technical cell 
and also strengthening of the zonal offices by comparatively senior 
officers, additional financial burden is involved. It is suggested in this 
context that the state government may provide either subsidy or the 
salary of the staff placed on deputation may be borne by the state 
government for a period of 3 years by which time it is expected that 
the CLDB would have increased its business so as to be in a 
position to bear the cost of the additional staff. 

Training 

101. The CLDB has been sending its staff for training in a phased 
programme. Almost all the officers from the bank have since been 
trained. The clerks are also being posted for training in batches. How- 
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ever, most of the inspecting staff and other supervisory staff, i.e., all 
except one, are on deputation from the department. Although this staff 
is trained in general principles of co-operation they have not undergone 
intensive training in land development banking. Even those who had 
been trained in a short course of land development banking long back, 
require reorientation training. 

In addition, there is a problem at times caused by the transfers 
of the staff taken on deputation. This results in dislocation of work. 
It is suggested that the CLDB should try to have its own staff or retain 
the staff on deputation who are found suitable after obtaining option 
from them for joining the bank’s service. 

102. Similarly, a phased programme will have to be chalked out for 
training the staff posted in the primary banks particularly the key 
personnel. At present, there are certain inspectors who are working 
as supervisors or land valuation officers or secretaries who have not 
been adequately trained in land development banking. The officials 
who have already been trained also require reorientation training of a 
short duration. The training programme of the staff may generally be 
on the following lines: 

(i) Production-oriented system of lendings. 

(ii) Extension of ARC type of discipline in non-project areas. 

(iii) Technical feasibility and economic feasibility of projects. 

(iv) Eligibility for loans. 

(v) Valuation of hypotheca. 

(vi) Repaying capacity at the existing and improved level of 
cultivation: calculation of incremental income. 

(vii) Period of loan—down payment by the borrowers—rate of 
interest—due dates—repayment programmes. 

(viii) Verification of utilization—disbursement of loans in instal¬ 
ments—need for constant touch with the borrowers—proper 
use of funds and use of assets. 

(ix) Overdues and the reasons therefor. 

(x) Procedures for recovery of overdues. 

(xi) Familiarization with important books of account like general 
ledger, day book, demand, collection & balance register, 
loan application form, study of loan applications and 
documents related thereto. 

(xii) Study of balance-sheet. 

(xiii) Important provisions of the Rajasthan Co-operative Societies 
Act/Rules, particularly those relating to land development 
banks and the recovery of the bank’s dues. 
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(xiv) Legal provisions relating to hypothecation, mortgage, sale of 
properties, registration of documents, etc. 

(xv) Model farm schemes and farm management. 

(xvi) Familiarization with various types of irrigation schemes. 

(xvii) Familiarization with soil conditions—climatic conditions— 

pattern of cropping—various types of crops sown and the 
inputs required—techniques of levelling and bunding— 
estimated yield per acre. 

Co-ordination 

103. For successful working of land development banks, close co¬ 
ordination with the appropriate departments of the government— 
agriculture, irrigation, revenue, public works, etc., and their district staff 
is very essential. At present, such co-ordination is lacking. Although there 
is some co-ordination with other departments in the case of special 
schemes financed with the assistance from the ARC, there is need for 
greater co-ordination between the activities of the land development 
banks and those of development departments of the state government. 

Further, unless there is adequate and timely supply of short-term 
and medium-term credit, the capital invested would not yield the desired 
returns. The activities of the agencies providing short-term, medium- 
term and long-term credit have to be viewed as parts of an integrated 
credit structure, whose functions should be co-ordinated especially in the 
areas where special land development schemes are in operation, for the 
maximum benefit of the agriculturists. 

At present, there is no separate staff with the Registrar exclusively 
for land development banking at the state level. There is a joint registrar 
(banking) assisted by a deputy registrar and an assistant registrar with 
a small complement of staff. There is no staff at either the divisional 
level or at the district level with the zonal officers or the district assistant 
registrars. The complement of the above staff with the Registrar is 
responsible for all aspects relating to co-operative banking in Rajasthan. 
This staff is preoccupied with the work relating to central co¬ 
operative banks. No effective role is played by this staff in following-up 
schemes of land development banks in the state. With the increase 
in long-term loans and formulation and implementation of greater 
number of special schemes there is an imperative need to have a cell 
at the state level dealing with land development banking. Similarly, some 
special staff is also necessary at the level of the zonal deputy registrar 
and with the district assistant registrars. Since several special schemes 
such as those for minor irrigation, dairying, sheep rearing and breeding 
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are being formulated, it is necessary to have a small technical cell for 
the above purpose at the state level. 

At the level of zonal deputy registrar, we suggest that an assistant 
registrar and inspector may be appointed for the purpose and at the 
level of the district assistant registrar one inspector should be exclusively 
made responsible for the work connected with land development banks. 

Co-ordination between Short-term and Long-term Credit Structures 

104. With the modernization of agriculture which is taking place, 
some of the purposes for which long-term loans have been, by 
tradition, provided by land development banks may be appropriately 
provided by the apex banks and central co-operative banks because 
such loans could perhaps be repaid now in a much shorter period. It 
would thus be wasteful to give a long-term loan of say 6 years to a 
cultivator if he can repay the loan in 3 or 4 years. This is an area where 
there is considerable scope for co-ordination of the activities of 
the land development banks on the one hand and the apex bank 
and the central banks on the other. There are a few other fields where 
there is scope for co-ordination between the two structures. These are 
indicated below: 

(i) The CLDB can maintain accounts with the central banks for 
encashment of interest warrants issued by the former to the 
debenture-holders. 

(ii) The apex bank and central banks can assist the CLDB in 
receiving subscriptions for their debentures and by investing 
a portion of their resources in such debentures. 

(iii) The state co-operative bank can provide interim finance 
to the central land development bank and can also arrange 
for providing cash credit limits to primary land development 
banks through central co-operative banks on behalf of the 
state land development bank. 

(iv) The central banks through their branches can assist the 
primary banks in the recovery of loans and in receiving 
remittances from their borrowers. 

(v) As recommended by the All-India Rural Credit Survey 
Committee (1954), in order to achieve co-ordination between 
the activities of the state co-operative bank and the central 
land development bank, these institutions might have common 
boards of directors or at least some of these directors might 
be common to both. 
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Staffing Pattern and Administrative Reforms 

105. The chief executive officers of all the 35 primary banks are 
departmental inspectors/officers working on deputation as secretaries. 
In all there are 37 land valuation officers for normal loans. The work 
relating to preliminary enquiry reports in respect of loan applications 
received by the banks is being attended to by them. Besides, they are 
required to conduct public enquiries and also verify utilization of loans. 
They are working under the administrative control of the assistant 
registrar of the district concerned and draw pay and allowances from 
the department and their tour programmes etc., are approved by the 
assistant registrars. Besides, there are 46 departmental supervisors 
deputed to primary land development banks who are departmental 
inspectors. The duties of these supervisors are to verify the utilization 
of first instalment of loans issued for land development, preparation of 
new loan applications and also to effect recoveries. The supervisors 
draw their salaries and allowances from the department but their 
tour programmes are required to be approved by the chairman of the 
primary bank concerned. There being no control by the bank over 
the LVOs and/or supervisors deputed by the department there is no 
effective co-ordination at the level of primary banks in regulating and 
supervising the work of this staff. The department has, however, allowed 
the supervisors to work as LVOs from time to time. Instances are not 
wanting where the LVOs have not regularly attended the office of the 
primary banks and finalised the loan applications. There have been 
cases where such staff has given incorrect certificates of utilization of 
loan. The work regarding verification of utilization of loan and 
completion of D.V. Files is not properly attended to. 

106. The quality of work of secretaries deputed by the department 
in the primary banks had mostly been far from satisfactory. During the 
Team’s visits, it was observed that in almost all the primary banks 
visited by us the requisite books of accounts had not been maintained 
and wherever they had been maintained, these were neither posted 
up-to-date nor checked by the secretary. No effective action was taken 
to prepare and submit compliance reports on the inspections and audit 
reports received by these banks. The demand, collection and balance 
position had not been compiled in a systematic manner and in some 
cases these were incorrectly compiled. In terms of Rule 81(10) of the 
Rajasthan Co-operative Societies Rules 1966, the land development 
banks are required to appoint their own enquiry officers but no progress 
has been made in this regard. 
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107. There are no technical supervisors with any of the primary banks. 
Besides normal schemes, the government have appointed additional 
complement of land valuation officers and supervisors for special 
schemes. The land valuation officers and supervisors appointed for 
special schemes and who are under the control of the project officers, 
do not attend to work relating to normal loans even when they are 
relatively free. Similarly, the staff for normal loans do not attend to 
the work relating to special schemes, if required. 

108. Long-term loaning is a specialized business and it is, therefore, 
important that suitably trained personnel should be available to work 
in the land development banks. For this purpose, it is necessary to 
introduce a common cadre of key personnel for the primary banks. 
This issue was discussed with the state representatives and also with the 
directors of the central land development bank. They agreed in 
principle about the need for a common cadre of key personnel. 

If the above suggestions are to be carried out there will be need for 
recruitment of additional staff and their training involving considerable 
expenditure. It is, therefore, suggested that primary banks having 
a loan business below Rs 50 lakhs should be allowed subsidy for the 
key personnel, i.e., the secretary, land valuation officer and supervisors 
for at least a period of 3 years. Thereafter these banks may be made 
to pay 50 per cent for the remaining 3 years after which they may be 
in a position to bear the entire burden as a result of increase in their 
operations. Primary banks having loan business above Rs 50 lakhs 
should normally bear the entire cost of such staff. 

Rehabilitation of Weak Primary Land Development Banks 

109. The Reserve Bank has laid down certain standards for rehabilita¬ 
tion of weak primary land development banks. For this purpose, a 
primary bank is to be considered as weak if its overdues exceed 50 per 
cent of the demand for the year and from among these banks those 
primary banks are to be taken up for rehabilitation on a priority basis 
which have already reached a loan business of Rs 30 lakhs or have 
reached a loan business of Rs 20 lakhs and have prospects of reaching 
a loan business of Rs 30 lakhs and more, over a period of 3 to 5 years. 
On the basis of the financial position as on 30 June 1971, 11 primary 
banks were recommended for rehabilitation. These are: Balotra, 
Chittorgarh, Hindaun, Jaipur, Jodhpur, Jalore, Jhunjhunu, Pali, 
Sawai Madhopur, Sikar and Udaipur. 
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110. The steps suggested for rehabilitation of the weak banks include 
action for recovery of overdues, rationalization of loan policies and 
procedures, resource mobilization, resource management, ensuring 
managerial competence, etc. It is also contemplated that the progress 
made in the rehabilitation of each bank under the programme of 
rehabilitation will be reviewed at the meetings of the board of directors 
of the central land development bank. In the case of banks where the 
progress is slow, the board should analyze the reasons therefor and 
suggest specific course of action to be taken for accelerating the pace 
of rehabilitation. It has, however, been observed that no effective action 
on these lines has so far been initiated by the central land develop¬ 
ment bank. 

111. According to the position of overdues as on 30 June 1972 and 
loans outstanding at Rs 20 lakhs or more as on 31 March 1973 with 
loaning potential, the following primary banks will come under the 
category of weak primary banks: 


Rs Lakhs 


Name of the 
primary bank 

Loans out¬ 
standing as on 
31-3-73 

Overdues 

as on 

30-6-72 

Percentage of 
overdues to 
demand for 
1971-2 

1 

2 

3 

4 

Hindaun 

29.73 

4.99 

51.50 

Jalore 

58.51 

3.44 

50.29 

Jhalawar 

24.30 

2.86 

62.45 

Pali 

32.82 

6.97 

80.00 

Sikar 

40.71 

8.76 

62.42 

Balotra 

25.56 

5.70 


Baran 

51.14 

4.50 



112. Of all the 11 primary banks which were considered as weak 
on the basis of their financial position as on 30 June 1971, only 
5 banks namely Balotra, Hindaun, Jalore, Pali and Sikar had 
overdues over 50 per cent of the demand as on 30 June 1972. Other 
primary banks namely Chittorgarh, Jaipur, Jodhpur, Jhunjhunu, 
Sawai Madhopur and Udaipur had overdues below 50 per cent as on 
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30 June 1972. Besides, 2 primary banks, namely Jhalawar and Baran, 
which were not covered under the norms of weak primary banks as 
on 30 June 1971 came under this category on the basis of their financial 
position as on 30 June 1972. This position may further undergo a 
change when the financial position of these banks will be compiled as 
on 30 June 1973. Since the position will differ from year to year in 
respect of classification of these banks as weak and to be taken up for 
rehabilitation, the solution lies mainly in making concerted efforts for 
reducing the overdues at the level of the primary banks. The co-opera¬ 
tive department as also the central land development bank should 
prepare an action programme for taking necessary steps to make all the 
primary banks viable. The crux of the problem lies in recovery of over- 
dues by all efforts including coercive action and this should be pursued 
vigorously. It is also necessary, as already indicated, that a detailed 
investigation will have to be made with a view to ascertaining 
the factors responsible for the high level of overdues. Many of the 
factors responsible for a high level of overdues can be traced to defec¬ 
tive loan policies and procedures. This will naturally require a thorough 
review of the loan policies and procedures of the bank, particularly in 
regard to the purpose of loans, size of loans, repaying capacity of the 
borrower, methods of valuation of security, seasonality in lending and 
recovery, supervision over disbursements and utilization, etc. While 
implementing the above action programme, it should be ensured that the 
banks provide assistance in an increasing measure to small and marginal 
farmers by suitable changes in their policy and procedures. District level 
rehabilitation committees may be formed for the banks selected for 
rehabilitation. Share capital contribution may be provided by the state 
government out of loans obtained from the Reserve Bank of India’s 
Long-Term Operations Fund, where necessary, ranging from Rs 25,000 
to Rs 50,000 to each of the selected primary land development banks. 
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STATEMENT 1 

Purpose-wise Classification of Ordinary Loans Issued by the 
Rajasthan Rajya Sahakari Bhoomi Vikas Bank 


Rs Lakhs 



Purpose 

1969-70 

1970-71 

1971-2 

1972-3 



No. Amount 
of 

loans 1 

No. Amount 
of 

loans 

No. . 
of 

loans 

Amount 

No. 

of 

loans 

Amount 


1 

2 

3 

4 

5 

6 

7 

8 

9 

1 . 

Sinking of new wells 
and repairs to old 
wells 

3474 

139.10 

3438 

133.78 

2007 

79.07 

1774 

67.38 

2. 

Improvement of agri¬ 
cultural land 

26 

1.14 

51 

1.30 

1 

0.21 

— 

— 

3. 

Installation of 
pumpsets 

1168 

60.30 

1813 

94.04 

1662 

80.03 

1648 

70.15 

4. 

Purchase of agricul¬ 
tural implements in¬ 
cluding tractors 

•359 

•65.07 

577 

128.59 

•298 

65.31 

•91 

19.59 

5. 

Construction of pucca 
channels etc 

197 

10.83 

253 

12.40 

45 

3.16 

6 

0.30 

6. 

Construction of farm 
houses 

3 

0.40 

13 

0.81 

2 

0.24 

1 

0.01 


Total 

5227 

276.84 

6145 

370.92 

4015 

228.02 

3520 

157.43 


Purpose-wise Classification of Loans Issued Under Special Schemes 


Rs Lakhs 


Purpose 

1969-70 

1970-71 

1971-2 

1972-3 


No. Amount 
of 

loans 

No. Amount 
of 

loans 

No. Amount 
of 

loans 

No. Amount 
of 

loans 

1 

2 3 

4 

5 

6 

7 

8 

9 

Construction of new 
wells 

N.A. N.A. 

708 

33.01 

1150 

52.64 

3857 

126.84 

Installation of pump- 
sets 

N.A. 83.40 

1020 

51.78 

877 

39.98 

1767 

81.86 

Construction of pucca 
channels 

N.A. N.A. 

23 

3.89 

39 

3.87 

29 

3.93 

Soil conservation 

N.A. 2.20 

30 

5.24 

140 

7.56 

51 

2.47 

Total 

85.60 

1781 

93.92 

2206 

104.05 

5704 

215.10 


•Figures not reconciled with those given in the Text. 





Important Financial and other Particulars Relating to Primary Land Development Banks as at the end op 

March 1973 
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* Figures furnished are as on 30 June 1973 
** Both borrowers and non-borrowers 
t Figures not reconciled with those given in the Text. 
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REPORT OF THE STUDY TEAM ON THE WORKING 
OF THE CO-OPERATIVE LAND MORTGAGE 
BANK IN TRIPURA 

Introduction 

The Committee on Co-operative Land Development Banks constituted 
with the following members a Study Team with the main object of 
studying the working of the land mortgage bank in Tripura: 

1. Shri S. Acharya Convener 

Assistant Chief Officer 

Reserve Bank of India 
Agricultural Credit Department 
Gauhati 

2. Shri S. Chakraborty Member 

Assistant Registrar 

Co-operative Societies 
Agartala 

3. Shri A. K. Majumdar Member 

Manager 

Tripura Co-operative Land 
Mortgage Bank Ltd 
Agartala 

4. Shri J. S. Bisht Member 

Deputy Director 

Agricultural Refinance Corporation 
Gauhati 

Shri A. Bhowmick, Deputy Director of Agriculture, Tripura and 
Shri L. M. Naha, Deputy Director, Survey and Land Records, also 
associated themselves with the deliberations of the Study Team on 
16 and 17 August 1973 at Agartala and provided help by making 
many valuable suggestions. 

Scope of the Study 

2. Efforts were made to cover all aspects relating to the long-term 
credit structure in the state including factors inhibiting the working 
of the state land mortgage bank. 
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3. The Study Team met the Honourable Ministers in-charge of Co¬ 
operation and Finance and also the Development Commissioner and 
Secretary, Co-operation, Tripura and other officers. 

Legislation 

4. The Tripura Land Revenue and Land Reforms Act, 1960 provides 
for transfer of rights in land in favour of financing agency. Under the 
Act, there exist only two types of land holders viz., (i) raiyat —meaning 
a person who owns land for purposes of agriculture by paying land 
revenue to the government and includes inheritance rights of such a 
person and (ii) \mdc,x-raiyat —meaning a person who cultivates or holds 
the land of a raiyat under an agreement, expressed or implied, on 
condition of paying rent in cash or kind of delivering a share of the 
produce and includes a person who cultivates or holds land of a raiyat 
under the system generally known as Bhag, Adhi or Barga. 
Section 99(1) (a) of the Act stipulates that the rights of a raiyat in 
his land shall be permanent, heritable and transferable. Section 109 
of the Act lays down that it shall be lawful for an under -raiyat to create 
a simple mortgage or a charge on his interest in the land leased to him 
in favour of the government or a co-operative society in consideration 
of any loan advanced to him. Section 187 of the Act restricts the rights 
of transfer by a member of the scheduled tribes in that no transfer 
without permission of the government shall be valid unless it is made 
in favour of another member of the scheduled tribes or by way of 
mortgage to a co-operative society. 

5. Although there is no provision in the law in force for granting loans 
by a land mortgage bank on the security of interest in land other than 
that of ownership, section 24(A) (i) of the Bombay Co-operative 
Societies Act as extended to Tripura provides that any person who 
makes an application to a society of which he is a member for a loan 
shall, if he owns any land or has interest in any land as a tenant, make 
a declaration stating that the applicant thereby creates a charge on such 
land or interest specified in the declaration for payment of the amount 
of the loan which the society may make to the member in pursuance 
of the application and for all future advances, if any, required by him 
which the society may make to him as such member together with 
interest on such amount of the loans and advances. Section 24(A) (vi) 
ibid further provides that subject to the prior claims of the government 
in respect of land revenue, there shall be a first charge in favour of 
the society on the land or interest specified in the declaration to the 
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extent of the dues owing to him on account of the land. There is, 
however, no provision in the Act which precludes vacation of such 
charge before the grant of a loan by the land mortgage bank. 

6. The Act also does not provide for any relaxation with regard to 
the registration of mortgages in favour of land mortgage bank. 

Land Development Banking in the State 

7. The long-term credit structure in the state is unitary in nature 
and the whole of the state is served through the head office of the Tripura 
Co-operative Land Mortgage Bank Ltd., Agartala. The bank was 
organized on 26 February 1960 following a proposal in the Second 
Five-Year Plan to organize a land mortgage bank for the erstwhile 
Union Territory. Prior to organization of the bank, long-term finance 
was routed by the state government through the primary credit 
structure. The bank now provides finance to its individual members 
directly. 

Membership and Financial Resources 

8. By-law 4(1) (a) provides that any person who owns agricultural 
land in the area of operation of the bank is eligible for admission 
as a member. The membership of the bank as on 31 March 1973 
consisted of 1608 individuals and the state government. Of the total 
share capital of Rs 2.17 lakhs as on date, the state government’s contribu¬ 
tion amounted to Rs 1.50 lakhs. Since 30 June 1969, increase in the 
share capital has been to the extent of only Rs 0.11 lakh. Except 
statutory reserve fund which stood at Rs 0.06 lakh as on 31 March 
1973 no other reserves have been created. So far, the bank has not 
floated any series of debentures and the state government remained 
the main source of funds. The borrowings of the bank at Rs 1.71 lakhs 
from the state government as on 31 March 1973 included Rs 1.00 lakh 
received from the Relief and Rehabilitation Department in 1962 and 
Rs 0.71 lakh representing the balance amount of the loan of Rs 0.82 
lakh received from the Registrar in 1967. The loan of Rs 1.00 lakh 
received from the Relief and Rehabilitation Department was repayable 
in 15 equal instalments together with interest at the rate of 4% per 
cent per annum and was meant for advancing loans to displaced persons 
for purchasing agricultural lands only. The other loan of Rs 0.82 lakh 
was repayable in 15 equal instalments together with interest at 5 J / 2 per 
cent per annum and was meant for advancing loans for redemption of 
old debts of the members and also for land improvement. The bank 
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was also having interim accommodation of Rs 5 lakhs at the rate of 
8J /2 per cent per annum from the Tripura State Co-operative Bank Ltd. 
The outstanding against the above interim accommodation limit was 
Rs 0.16 lakh as on 31 March 1973. Therefore, the total resources 
available for lending as at the end of March 1973 amounted to 
Rs 4.04 lakhs only. As against the above resources, the loans outstand¬ 
ing as on date amounted to Rs 3.76 lakhs. Of these, Rs 0.55 lakh 
were overdue constituting 87.3 per cent of the demand. The bank has 
not made so far any profit and the accumulated losses as on 30 June 
1973 amounted to Rs 0.55 lakh of which loss for the year 1972-3 was 
Rs 0.25 lakh. The financial and other particulars of the bank are given 
in Statement 1. A copy of the proforma balance sheet as on 30 June 
1973 is also appended as Statement 2. 

Loan Policy and Procedure 

9. By-law 2(i) of the bank provides for issue of loans to its members 
on the mortgage security of land for : (i) the redemption of mortgages 
on agricultural lands; (ii) the improvement of agricultural land and 
of methods of cultivation; (iii) the discharge of other prior debts and 
(iv) the purchase of land in special cases so as to enable the raiyat to 
round off his holding and work on it more economically. 

10. Prior to the year 1968, the bulk of the loans was provided by 
the bank out of the funds made available by the state government for 
issue of loans for the purchase of land, redemption of old debts and for 
improvement of land. A new loan policy was, however, adopted by the 
bank in terms of its board’s resolution No. 6 dated 17 November 1969. 
In terms of clause 1(a) of the rules, the purposes mentioned above, 
particularly “the improvement of agricultural land and of methods 
of cultivation” were expanded to include: (i) sinking of new wells 
for irrigation; (ii) construction of new tanks for irrigation; 
(iii) reconstruction and renewals of new wells; (iv) installation of pumps 
and other water lifting appliances; (v) construction of field channels 
and pump houses; (vi) purchase of tractors, power-tillers, mechanical 
sprayers and other machines and appliances; (vii) construction of 
godowns for storing farm produce, cattle sheds; (viii) barbed wire or 
stone fencing; (ix) levelling, bunding and reclamation of lands; (x) soil 
conservation by terracing, levelling and bunding, construction of 
embankment and drainage of channels to prevent floods and (xi) pre¬ 
paration of land for orchard and other horticulture schemes and raising 
of fruit gardens and plantations. 
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11. It would be desirable if the purposes for which loans can be 
granted by the bank are clearly defined in the by-laws. The Study Team, 
therefore, recommends that by-law 40 may be amended suitably so as 
to enumerate all the purposes clearly as mentioned in the Annexure 
to the Reserve Bank’s circular No. ACD.OPR.6123/F.1-69/70 dated 
1 April 1969 and No. AGD.LDB.326/D-2-70/71 dated 21 September 
1970. 

12. The loans issued by the bank during and after the year 1968-9 
fulfilled, to some extent, the norms prescribed by the Reserve Bank for 
the production-oriented system of lending. Ninety per cent of such loans 
were issued for productive purposes although seventy per cent of such 
productive loans were not for easily identifiable purposes as would be 
seen from Table 1. 


TABLE 1 

Loans for Productive and Unproductive Purposes 

Rs Lakhs 


Year 

Total loans Loans for 

Loans for 

Loans for 

Percentage of 


issued 

identifiable not easily 

non- 





during 

productive identifiable productive 

(3) 

(4) 

(5) 


the year 

purposes 

purposes 

purposes 

to 

to 

to 






(2) 

(2) 

(2) 

1 

2 

3 

4 

5 

6 

7 

8 

1969-70 

0.91 

0.29 

0.45 

0.17 

31.9 

49.4 

18.7 

1970-71 

0.44 

0.17 

0.22 

0.05 

38.6 

50.0 

11.4 

1971-2 

0.09 

0.04 

0.05 

— 

44.4 

55.6 

— 

1972-3 

0.16 

0.06 

0.10 

— 

37.5 

62.5 

— 

(31-3-1973) 









The bank has not issued any loans for non-productive purposes 
after 1970-71. However, loans issued for easily identifiable and not 
easily identifiable productive purposes do not conform to the pattern 
suggested by the Reserve Bank, due perhaps to the peculiar topogra¬ 
phical features of the state. The business is also shrinking year after year. 
Paucity of funds is the main cause for the poor record of the bank. The 
other important reason is lack of staff for publicity and extension service 
in rural areas. The general manager of the bank stated that demand 
for loans was more for redemption of old debts. He added that this 
might be due to heavy indebtedness of agriculturists. Although the 
bank has been functioning for the last 13 years, it has so far advanced 
about Rs 0.30 lakh for redemption of old debts. The chairman of the 
bank, while referring to the reasons for slow progress, stated that the 
norms applicable for the co-operatively developed states should not be 
made applicable to a state like Tripura. 
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13. It appears that there is some force in these arguments. 
However, it cannot be denied that loans for non-productive 
purposes should be discouraged. Looking to the peculiar situation in the 
state, the Study Team feels that some relaxations in norms are definitely 
necessary and recommends that loans for redemption of old debts may 
be permitted in cases where the borrower wants to get a part of the 
land or the entire land mortgaged earlier released so as to undertake 
improvement over the entire land owned by him. Such portion of 
advance for redemption of old debt should be considered as 
for productive purposes. For example, a borrower wants to 
instal a pumpset or construct a tank for irrigation on a piece 
of land admeasuring say, 5 acres. This piece is under mortgage to a 
creditor, say for Rs 1000. Till he repays this amount, the debtor cannot 
mortgage his land to the bank for taking loans for installing pumpsets 
or constructing a tank. In such cases, the bank should advance a loan 
for redeeming the old debt along with the loan for installing pumpset/ 
constructing tank and consider the entire amount as a loan for produc¬ 
tive purpose. 

14. There may be some genuine cases wherein the bank may have to 
advance the entire amount for only redemption of old debt. Loans in 
such cases, may be allowed provided the borrower furnishes a definite 
production plan for the plot of land released from the mortgage and 
undertakes to take to improved methods of farming. Loans for such 
purposes should be co-ordinated with the short-term finance required 
for carrying out seasonal agricultural operations. 

15. Since the bank has yet to make a real beginning, percentage- 
norms under production-oriented system of lending may have to be 
relaxed. The Study Team, therefore, recommends for the consideration 
of the Committee on Land Development Banks that at least for the 
Fifth Plan, the bank may be allowed to have 75 per cent of total 
advances for productive purposes of which 50 per cent should be for 
easily identifiable purposes. The remaining 25 per cent may be allowed 
for advances for redemption of old debts or a part may be for purchasing 
a land for rounding off the holding in order to carry out a development 
plan profitably. 

16. Recently, the Reserve Bank in its circular letter No.ACD.LDB. 
696/B.1-72/3 dated 9 November 1972 has permitted the following 
purposes to be treated as identifiable productive purposes for financing 
by land development banks under their normal loaning programme, 
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subject to observation of certain safeguards: (a) levelling, bunding and 
reclamation of lands; (b) soil conservation by terracing; (c) construction 
of drainage channels to prevent flood or bunding of land to prevent 
erosion; (d) preparation of land for orchards, plantation, etc. 

The safeguards, among others, include preparation and execution 
of such schemes by the department. The Study Team feels that if such 
schemes are prepared by the technical cell to be constituted by the state 
land mortgage bank, insistence on the preparation and execution of 
schemes by the department may be dispensed with. No doubt, there should 
be adequate technical supervision over the progress of the work and the 
schemes should be economically feasible. The state land mortgage bank 
should also be able to meet the sinking fund commitment during the 
gestation period of certain types of loans from its own funds, if recoveries 
are not expected from borrowers. 

Valuation of Security 

17. The valuation of security offered for mortgage is ordinarily deter¬ 
mined on the basis of average sale price of similar lands prevailing in 
the locality. In case such sale statistics are not available, the valuation is 
required to be done on the basis of the opinion of the local panchayat or 
local co-operative society or awards made by the revenue or civil courts 
in cases of acquisition of lands in the vicinity or valuation certificate 
from revenue authorities. It is, however, observed that in actual practice 
the sale statistics obtained often refer to either small pieces of lands or 
such plots of land as are strictly not comparable. Thus, too much 
reliance on such sale statistics would be misleading and at times result in 
arbitrary conclusions. It is, therefore, suggested that the valuation of 
land may be done at eight times the net post developmental income from 
agriculture. Fifty per cent of this valuation may be treated as the outer 
limit for the purpose of loan eligibility. This basis may facilitate 
granting term loans even to the small farmers in deserving cases. 

Non-encumbrance Certificate 

18. At present, non-encumbrance certificates are issued by the pleaders 
at the request of the borrowers. This procedure is not only costly but 
also not desirable as the registering authority is not bound by such 
certificates. It appears that the district registrar in his letter No. F.13 
(6)-DSR/60 dated 26 November 1968 had agreed to allow the bank’s 
staff access to records for search on payment of prescribed fee. The pre¬ 
scribed fee is Rs 8.50 for records for 12 years. It is also learnt that the 
state authorities had turned down once the request made by the bank in 
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its letter No. 463/LMB/98/68-9 dated 4 January 1969 to allow conces¬ 
sion in regard to payment of search fees. In order to remove 
delays and difficulties in obtaining non-encumbrance certificates after 
search of land records for 12 years, the Study Team recommends that 
the state authorities should issue instructions to all the sub-registrars to 
issue certificates on the request of the bank early. The state government 
may also allow concession in repayment of search fees and nominal fee 
of Rs 2 may be charged at least in loan cases up to Rs 5000. As agreed 
earlier, the bank staff should be allowed access to the land records for 
conducting search. This would not only remove delays but would also 
go a long way in improving the flow of investment credit in the state. 

Scale of Finance 

19. The bank has so far not adopted any workable scales of finance 
per unit or per acre basis. It has also not conducted any studies in any 
region in its area of operation for evolving appropriate norms for outlay 
in respect of some of the common purposes for which long-term finance is 
needed. The Study Team recommends that till the position of staff of 
the bank is strengthened, the state government should help the bank in 
conducting such studies in various regions by deputing staff from the 
co-operation, agriculture and irrigation departments so that scientific 
norms for lending can be worked out. 

Period of Loan 

20. The period of loan is also fixed uniformly according to the size of 
loan in terms of board of directors’ resolution dated 24 April 1964 as 
indicated below: 

Up to Rs 2000 — 10 years 

From Rs 2001 to Rs 5000 — 15 years 

From Rs 5001 to Rs 10000 — 20 years 

The period is thus fixed ignoring the repaying capacity of the 
borrowers and the useful life of the asset created out of the loan amount. 
The Study Team, therefore, recommends that the period of loan should 
be fixed taking into consideration the repaying capacity of a borrower 
and also the useful life of the asset created out of the loan. 

Repaying Capacity 

21. In many cases, repaying capacity has not been worked out scienti¬ 
fically and off-farm income is also taken into consideration while arriving 
at net surplus to justify the sanction of loan. In a production-oriented 
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system of loaning, the grant of a loan for a specific investment is justified 
only if the additional income arising therefrom is sufficient for the repay¬ 
ment of the loan together with interest within a specified period. It, 
therefore, follows that a loan may noti be justified, if its repayment is 
dependent on the income derived by a person from the lands which are 
not receiving any benefits from the proposed improvement or is depen¬ 
dent on off-farm income. Thus, while calculating repaying capacity, 
income from other lands and off-farm income should not be taken into 
consideration. 

22. It would, therefore, be seen that the bank has so far not rationalized 
its loan policy. This has to be done by the bank on the basis of the guide¬ 
lines given in the “Manual on Production-Oriented System of Lending 
for Agriculture” published by the Reserve Bank. 

Over dues 

23. The overdues of the bank increased from Rs 0.28 lakh as on 30 June 
1970 constituting 58 per cent of the demand for 1969-70 to Rs 0.55 lakh 
as on 31 March 1973 and formed 87.3 per cent of the demand. The 
main reason for overdues appear to be the complete absence of recovery 
efforts on the part of the bank since it has no field staff for the present. 
The bank depended mainly on the voluntary action of a borrower to 
come and repay loans. Some areas might have been affected by drought 

—and the Indo-Pak War. Although the state government had granted 
remission of land revenue in the years 1966, 1967 and 1969, no further 
details as to the actual damage to the crop, etc., were available. It is, 
therefore, difficult to assess exactly the quantum of overdues on that 
account. Suspension of fresh financing due to paucity of funds and 
resultant inertia in functioning were the other reasons for the increasing 
overdues. Given the proper field staff for recovery, the position in this 
regard may improve considerably. It is, therefore, recommended that 
the state government may appoint at least 3 supervisors as suggested 
elsewhere in the report and with the help of this staff, vigorous drives for 
recovery should be launched under the overall supervision and guidance 
of the manager. Departmental staff may help the bank fully in the 
matter. 

Management 

24. By-law 21 provides that the management of the bank shall vest in a 
board of directors consisting of nine members of whom six shall be 
elected from among the individual shareholders while the remaining 
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three shall be nominated by the Registrar of Co-operative Societies, 
Tripura. The board, after it is formed, shall elect from its members a 
president and a vice-president. At present, the three members nominated 
by the Registrar on the board include one representative of the agri¬ 
culture department and another from the settlement and land records 
department besides a representative of the co-operation department. This 
arrangement may continue as it would help in ensuring better under¬ 
standing between the state government and the bank and also ensure 
better co-ordination. 

25. In terms of by-law 31(c), the manager is the chief executive 
officer of the bank. The present incumbent is an officer from the co¬ 
operation department on deputation with the bank whose entire salary 
is borne by the state government. In addition to his duties with the bank, 
he is also required to look after the apex marketing society at Agartala. 
The bank has not constituted any technical cell so far and the other staff 
include one land valuation officer, one accountant, one clerk and a peon. 

26. The board of directors should also accept more dynamic 
role and function like a planning and reviewing body of the bank at the 
top level and in this task active help of the representatives of the state 
government on the board should be solicited. 

Viability 

27. Even after about 13 years of working, the bank has not built up 
its strength and business. With a total business of loans outstanding at 
Rs 3.92 lakhs as on 30 June 1973, it has yet to acquire economic viability. 
The total expenditure for 1972-3 amounted to Rs 0.86 lakh while in¬ 
come was only Rs 0.60 lakh. Thus, the loss for the year 1972-3 worked 
out to Rs 0.26 lakh and the total accumulated losses as on 30 June 1973 
came to Rs 0.55 lakh. The establishment expenses which amounted to 
Rs 0.23 lakh (excluding the salary of the manager which is borne by 
the department) for 1972-3 constituted 2.2 per cent of the working 
capital at Rs 9.94 lakhs. The average borrowing rate for the year 1972-3 
worked out to about 5 per cent while the lending rate was 10 per cent. 
Thus, the margin available to the bank was about 5 per cent. In order 
td increase business at the desired level the bank may float debentures 
in the years to come and also avail itself of the interim accommodation 
from the State Bank of India/state co-operative bank. This would raise 
the average borrowing rate to 6 per cent and margin available to the 
bank would be 4 per cent. 
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28. At the above rate of margin, the bank has to develop business to 
the level of Rs 35.00 lakhs by 1975-6. In the year 1976-7, even if the 
business remains at the level of Rs 35.00 lakhs the bank would earn a 
profit of Rs 0.66 lakh and would be in a position to pay dividend on the 
share capital (Rs 15.00 lakhs) at the rate of 3 per cent. The year-wise 
position of estimated profit and loss account for the years 1973-4 to 
1976-7 is given in Statement 3. While working out the viability the 
following main assumptions have been made: 

(i) Increase in expenses on salary and allowances and other 
miscellaneous items would be at the rate of 10 per cent every 
year and the amount so arrived at has been rounded off to 
the nearest thousand. 

(ii) Subsidy has been taken at the full rate for the first year and 
at the rate of 66.2/3 per cent and 33.1/3 per cent for the 
subsequent years. 

(iii) Additional business for the year has been assumed at Rs 11 
lakhs for 1973-4 and Rs 10 lakhs each for 1974-5 and 1975-6. 

(iv) On the additional business during a year expenses on borrow¬ 
ings and income from advances have been calculated on half 
the amount. 

(v) It has been assumed that entire amount required for lending 
would be borrowed by the bank and accretion to share capital 
etc., would be used as a cushion to make contributions to sinking 
fund because of overdues and also to be used as an interim 
finance. 

(vi) Payment of dividend to the shareholders at the rate of 3 per 
cent for the year 1976-7. 

Future Role 

29. Tripura’s agriculture presents a picture of extreme under-develop¬ 
ment. This is reflected in its existing pattern of land utilization and in 
low crop yields. Of the total area of 26.20 lakh acres, the area under 
crops accounted for 8.70 lakh acres constituting about 33.2 per cent 
of the total, while land covered by the forests constituted 60 per cent of 
the total area. Tripura’s forest land consists of clay formations and can 
be put to development of large-scale agricultural/horticultural planta¬ 
tions. Of the total cropped area of 8.70 lakh acres, the area irrigated 
during 1972-3 aggregated 0.72 lakh acres and formed 8.3 per cent of 
the total cropped area. It is estimated that the area under irrigation 
would increase to 1.25 lakh acres by 1978-9. This target is for depart¬ 
mental schemes and private development of irrigation with the help of 
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institutional finance would be additional. Minor irrigation has a great 
deal of scope for development and tubewells, lift irrigation schemes, etc., 
can be worked out on an area development basis. Since the whole of 
Tripura is full of tilla land there is considerable scope for land reclama¬ 
tion schemes and levelling and bunding can be taken up on a project 
basis. 

30. As regards horticultural development, the state government has 
already fixed certain targets for fruit plantations as would be seen from 
the particulars furnished in Table 2. 

TABLE 2 

Targets for Horticulture Development 


Name of Fruit 

Estimated area 
under different 
fruits in 1971-2 

Additional area 
proposed to be 
brought under fruit 
plantation during 
the Fifth Five 

Year Plan period 



Acres 

Acres 

1 . 

Citrus Fruits 

6,175 

3,000 

2. 

Mango 

8,475 

500 

3. 

Banana 

5,333 

500 

4. 

Pineapple 

3,000 

2,500 

5. 

Cashewnut 

2,832 

1,000 

6. 

Other Fruits 

24,535 

7,500 



50,350 

15,000 


31. The results of experimental growing of rubber in the state are said 
to be promising and indicate considerable scope for the development of 
sizeable rubber plantations. Thus, the agricultural situation in the state 
offers immense scope for developmental investment to improve incomes 
and productivity. 

32. The bank has drawn lending programmes for the entire Fifth Plan 
period as indicated in Table 3. These targets have been fixed on an 
ad hoc basis and no realistic estimates have been made in this regard. 
It is, therefore, suggested that a proper survey of potentiality for 
increasing business should be conducted jointly by one representative 
each of the land mortgage bank, agriculture department and co¬ 
operation department, on a regional basis, preferably at block-level. 
This would give a clear idea about the type and quantum of advances 
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that could be made in a phased manner over the period of the 
Fifth Plan. 


TABLE 3 

Lending Programme in Fifth Plan 


Rs Lakhs 


Year 

To Small 
Farmers 

To Tribals 

To Other 
Agriculturists 

Total 

Ordinary: 

1974-5 

2.00 

1.00 

7.00 

10.00 

1975-6 

2.52 

1.52 

5.96 

10.00 

1976-7 

3.90 

1.95 

7.15 

13.00 

1977-8 

4.20 

1.80 

6.00 

12.00 

1978-9 

4.00 

1.50 

4.50 

10.00 


16.62 

7.77 

30.61 

55.00 

Special Schemes: 

1976- 7 

1977- 8 

1978- 9 



— 

2.00 

3.00 

5.00 

10.00 

33. So far, no 

special schemes 

have been 

drawn where 

ARC’S 


assistance of refinance can be drawn. However, recently the Registrar 
of Co-operative Societies, Tripura, has made a reference to the local 
office of ARC that the department is interested in preparing schemes 
for sugarcane cultivation, pineapple cultivation-cum-processing and 
pisciculture etc., in the co-operative sector. The ARC has indicated its 
willingness to help, as soon as the areas identified for different types 
of schemes are indicated to them. 

Plan for Re-organization 

34. Although the state affords ample opportunity for investment 
lending in the agricultural sector for developmental purposes, and the 
bank has drawn a lending programme of a magnitude of Rs 65.00 lakhs, 
during the Fifth Plan Period, it cannot achieve this unless the bank’s 
resources and staff are strengthened. 


Staffing Pattern 

35. At present, the bank has no field staff to attend to recovery work, 
not to speak of extension and promotional work. Technical guidance 
for evaluation, preparation and execution of various schemes is most 
essential, if the bank has to plan and handle a volume of business to the 
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extent of Rs 65.00 lakhs during the next five years. The Study Team, 
therefore, recommends that the following additional staff may be posted 
with immediate effect in order to enable the bank to achieve the target 
of loaning for 1973-4. 


Serial 

No. 

Category of Staff 

Approximate 
Total Monthly 
Emoluments 

Remarks 

1 . 

Agriculture Officer 

Rs 

500 

He should be at least 

2. 

Civil Engineer 

500 

a graduate, i.e., B.Sc. 
(Agri.) 

He should be a 

3. 

Supervisors (three) 

900 

graduate and should 
have experience in 
water-use and 
management 

For recovery, exten- 



sion and promotional 
work 


As stated earlier, the present incumbent to the post of manager is 
looking after two institutions, i.e., the bank and the apex marketing 
society. The bank should have a whole-time officer in-charge and he 
should be posted for a long period without disturbance at least for the 
full period of the Fifth Plan. This would ensure continuity in the 
approach and understanding of problems of long-term financing. This 
officer should also complete training in land development banking at 
the RBI’s College at Poona. What is expected of him is a dynamic 
approach and aggressive, promotional and developmental approach. It 
is considered advisable to fill up this post from the open market by 
drawing upon the best talent available in the country. 

36. The agriculture officer and the civil engineer should constitute 
a technical cell to evaluate and prepare schemes for long-term investment 
credit in agriculture. The three supervisors should, to start with, 
concentrate on recovery and extension work in the rural areas, contact 
farmers, help them to prepare applications, etc. Proper allocation of 
duties for all the categories of staff would help the bank in fixing 
responsibilities for work. Similarly, rules and proper methods of 
evaluation of work done by the field staff should also be formulated. 
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37. To ensure effective co-ordination between the different depart¬ 
ments of the state government so as to prepare economically and 
technically feasible schemes to be supported by institutional finance, 
the state government may create a post of one Deputy Registrar of 
Co-operative Societies and place him exclusively in charge of such a 
cell to be created at the state government level. In the long run, after 
some spade work is done, this cell may be developed into a directorate 
for institutional finance under planning department and placed prefe¬ 
rably under the charge of a senior officer of a Joint/Deputy Secretary’s 
rank. 

Financial Assistance 

38. The capital base of the bank, at present, is very weak. Of the 
paid-up share capital of Rs 2.19 lakhs as on 30 June 1973, an amount 
of Rs 1.06 lakhs has already been blocked in overdues (Rs 0.51 lakh) 
and accumulated losses (Rs 0.55 lakh) as on date. To sustain the bigger 
loaning programme in the Fifth Plan period, the bank should have 
a better capital base. The state government may, therefore, contribute 
additional Rs 5.00 lakhs to the share capital of the bank and, if 
considered necessary, it may approach the RBI for a loan out of the 
LTO Fund. 

39. The bank may take about three years beginning from 1973-4 to 
attain viability. During this period, the state government may have 
to subsidise the entire cost of additional staff as suggested earlier. The 
financial involvement of the state government in this regard may work 
out approximately to Rs 0.60 lakh as under: 


Rs Lakhs 


Year 

Amount of subsidy 


required 

1973-4 

0.30 

1974-5 

0.20 

1975-6 

0.10 


40. The state government may continue to bear the salary of the 
manager for the entire period of the Fifth Plan as at present. The bank 
should not distribute profits, if any, during the period it receives 
subsidy for meeting establishment expenses. The available profits 
should be utilized to constitute and strengthen the statutory reserve 
fund and other reserves. 
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STATEMENT 1 

Tripura Co-operative Land Mortgage Bank Ltd—Financial Particulars 


Rs Lakhs 




30-6-69 

30-6-70 

30-6-71 

30-6-72 

31-3-73 

1. Membership (Number) 

(a) Individuals 

1,445 

1,527 

1,567 

1,576 

1,608 


(4) Primary Land Develop¬ 
ment Banks 

Nil 

Nil 

Nil 

Nil 

Nil 


(i c) Others (Government) 

1 

1 

1 

1 

1 

2. 

No. of Offices (including 
head office) 

1 

1 

1 

1 

1 

3. 

Paid-up share Capital 
(a) Individuals 

0.56 

0.62 

0.64 

0.65 

0.67 


(4) Primary Land Develop¬ 
ment Banks 

Nil 

Nil 

Nil 

Nil 

Nil 


(c) State Government 

1.50 

1.50 

1.50 

1.50 

1.50 

4. 

Reserve and Other Funds 
(a) Statutory Reserve Fund 

0.06 

0.06 

0.06 

0.06 

0.06 


(A) Other Reserves 

Nil 

Nil 

Nil 

Nil 

Nil 

5. 

Fixed Deposits 

0.30 

0.35 

0.35 

Nil 

Nil 

6. 

Debentures 

Nil 

Nil 

Nil 

Nil 

Nil 

7. 

Other Borrowings: 

(a) Government 

1.71 

1.71 

1.71 

1.71 

1.71 


(4) State Co-operative Bank 

Nil 

0.11 

0.26 

Nil 

0.16 


(c) Commercial Banks 

Nil 

Nil 

Nil 

Nil 

Nil 

8. 

Profit for the Year 

— 

— 

— 

— 

— 

9. 

Cash and Bank Balance 

0.61 

0.05 

0.05 

0.22 

0.20 

10. 

Investments 

(i) General and Reserve 
Fund 

(a) Govt Securities 

0.06 

0.06 

0.06 

0.06 

0.06 


(4) Other Trustee 
Securities 

Nil 

Nil 

Nil 

Nil 

Nil 


(c) Others (Share of 
Agri. Refinance 
Corpn) 

0.10 

0.10 

0.10 

0.10 

0.10 


(it) Sinking Fund 

Nil 

Nil 

Nil 

Nil 

Nil 


( Conti .) 
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STATEMENT 1 [Conti.) 

Tripura Co-operative Land Mortgage Bank Ltd—Financial Particulars 

Rs Lakhs 



30-6-69 

30-6-70 

30-6-71 

30-6-72 

31-3-73 

11. Loans Outstanding 

2.94 

3.63 

3.83 

3.69 

3.76 

12. Overdue Loans 

(а) Amount 

(б) Percentage to Demand 

0.27 

60 

0.28 

58 

0.33 

60 

0.40 

64.84 

0.55 

87.30 

13. Overdue Interest 

(a) Amount 

(b) Percentage to Demand 

0.09 

32.0 

0.10 

68.7 

0.15 

42.4 

0.22 

49.6 

0.39 

83.0 

14. Rate oflnterest charged 

8% 

8% 

8% 

8% 

10% 


STATEMENT 2 

Tripura Co-operative Land Mortgage Bank Ltd—Proforma Balance Sheet 
as on 30 June, 1973 


LIABILITIES 

Rs 

ASSETS 

Rs 

Paid-up share Capital 

2,18,607.00 

Cash in hand and balances 
with banks 

5,22,199.93 

Reserve Fund 

5,999.80 

Investments 

16,130.00 

Borrowings 

7,07,418.00 

Loans and advances 

3,92,128.39 

Interest payable 

78,300.19 

Interest receivable 

62,130.75 

Interest Suspense 

37,450.63 

Dividend receivable 

425.00 

Other liabilities 

2,842.17 

Other assets 

3,084.47 


Loss 

54,519.25 

10,50,617.79 

10,50,617.79 
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STATEMENT 3 

Estimated Profit and Loss Position 


(*) 

Profit and Loss Account for 1973-4 


EXPENDITURE 

Rs 

INCOME 

Rs 

Interest on Borrowings 

47,500 

Interest on Advances 

95,000 

Salary and Allowances 

52,000 

Dividend on Shares 

500 

Office Rent 

3,000 

Subsidy from Government 

30,000 

Miscellaneous Expenditure 

5,000 



Profit 

18,000 




1,25,500 


1,25,500 

(«) 

Profit and Loss Account for 1974-5 


EXPENDITURE 

Rs 

INCOME 

Rs 

Interest on Borrowings 

1,20,000 

Interest on Advances 

2,00,000 

Salary and Allowances 

58,000 

Dividend on Shares 

500 

Office Rent 

3,000 

Subsidy 

20,000 

Miscellaneous Expenditure 

6,000 



Profit 

33,500 




2,20,500 


2,20,500 

(iii) 

Profit and Loss Account for 1975-6 


EXPENDITURE 

Rs 

INCOME 

Rs 

Interest on Borrowings 

1,80,000 

Interest on Advances 

3,00,000 

Salary and Allowances 

64,000 

Dividend on Shares 

500 

Office Rent 

4,000 

Subsidy 

10,000 

Miscellaneous Expenditure 

8,000 



Profit 

54,500 




3,10,500 


3,10,500 


(Contd.) 
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STATEMENT 3 (Contd.) 
Estimated Profit and Loss Position 


(iv) Profit and Loss Account for 1976-7 


EXPENDITURE 

Rs 

INCOME 

Rs 

Interest on Borrowings 

2,10,000 

Interest on Advances 

3,50,000 

Salary and Allowances 

70,000 

Dividend on Shares 

500 

Office Rent 

4,000 



Miscellaneous Expenditure 

10,000 



Profit 

56,500 




3',50,500 


3,50,300 


3,50,500 
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REPORT OF THE STUDY TEAM ON THE WORKING 
OF THE CO-OPERATIVE LAND DEVELOPMENT 
BANKS IN WEST BENGAL 

Introduction 

The Study Team for West Bengal constituted by the Committee on 
Co-operative Land Development Banks consisted of the following 
members: 

1. Shri A. N. Gupta Convener 

Assistant Chief Officer 

Agricultural Credit Department 
Reserve Bank of India, Calcutta 

2. Shri J. Sen Gupta Member 

Special Officer and Ex-officio Addl 

Registrar of Co-operative Societies 
West Bengal 

3. Shri D. R. Mukherjee Member 

Manager, West Bengal Central Co-operative 

Land Mortgage Bank Ltd 
Calcutta 

4. Shri P. K. Parthasarathy Member 

Deputy Director 

Agricultural Refinance Corporation, Calcutta 

On Shri D. R. Mukherjee’s appointment as Joint Registrar of 
Co-operative Societies, Shri S. R. Bhattacharyya who took over as 
Manager, West Bengal Central Co-operative Land Mortgage Bank Ltd., 
was co-opted as a member of the Study Team. Subsequently, Shri A. 
Misra who took over from Shri Bhattacharyya, was co-opted as a 
member of the Study Team in the place of the latter. 

Scope of Study 

2. The study involved an assessment of the performance of long-term 
lending institutions in West Bengal as purveyors of credit vis-a-vis the 
requirements therefor, the inhibiting factors in the working of these 
institutions and the measures which could help in the reorganisation or 
rehabilitation of these institutions to enable them to function efficiently 
and meet the long-term credit requirements. 

3. The Study Team held five meetings in all. Shri A. Sathyamoorthy, 
the then Zonal Deputy Chief Officer, Agricultural Credit Department, 
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Reserve Bank of India, Calcutta and Shri S. Bose, Deputy Manager 
of the central co-operative land mortgage bank also attended some of 
the meetings of the Team on different occasions. The draft report was 
finalised at the meeting after further discussions and signed by the 
members of the Team on 20 November 1973. 


4. In the meantime, a study team of the All-India Central Land 
Development Banks’ Co-operative Union under the chairmanship of 
the late Udaybhansinhji, which had visited the state in December 1972, 
had submitted its report on the West Bengal Central Co-operative Land 
Mortgage Bank Ltd., in May 1973, a copy of which was made available 
to the Team. The Team took note of the recommendations made in the 
report as may be seen later. 


Field Studies 


5. For the purpose of intensive study of the working of the primary 
land mortgage banks/branches of the central land mortgage bank, we 
selected 8 primary land mortgage banks and a branch of the central 
land mortgage bank as under: 

Name of the primary land Remarks 

mortgage bank/branch 

1. Hooghly (i) The district is served by SFDA 

(ii) The bank is implementing 
ARC schemes 

2. Nadia The bank is implementing 

ARC schemes 

3. Malda (i) The district is susceptible to 

frequent floods 

(ii) It is a less developed district 

4. Balurghat (West The district is served by SFDA 

Dinajpore Dist) 

5. Burdwan Developed district 

6. Midnapore Unsatisfactory performance in 

collection of dues 

7. Bankura (i) The district is served by MFAL 

(ii) It is susceptible to drought 

(iii) Less developed area 

8. 24 Parganas (South) Unsatisfactory performance in 

collection of dues 


9. Purulia (Branch of 
CLMB) 


(i) The district is served by MFAL 

(ii) It is susceptible to drought 

(iii) Less developed area 
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6. We visited the Hooghly and Nadia Districts between 18 and 22 
June 1973 and Malda and West Dinajpore Districts between 23 and 
25 July 1973 and had discussions with the officials and the representa¬ 
tives of the Hooghly, Nadia, Malda and Balurghat primary co-operative 
land mortgage banks. During our visits to the Hooghly and West 
Dinajpore Districts, we also met the Chairman and the Project Officers 
of SFDAs concerned. For a study of the remaining banks within 
the limited time available, we had drawn on the services of 4 Rural 
Credit Officers of the Agricultural Credit Department, Reserve Bank of 
India, Calcutta Regional Office, viz., Sarvashri N. B. Bandopadhyay, 
S. K. Sen Gupta, T. Ganguli and N. V. Dighe. 
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7. The Study Team is grateful to Dr Zainal Abedin, Minister for 
Co-operation, Government of West Bengal; Shri Sudhir Chandra Neogy, 
Chairman, West Bengal Central Co-operative Land Mortgage Bank 
Ltd., Shri K. P. A. Menon, IAS, Agricultural Production Commissioner 
and ex-Officio Secretary, Department of Agriculture and Community 
Development, Government of West Bengal and Shri A. K. Chatterjee, 
IAS, Joint Secretary, Co-operation Department and Registrar of Co¬ 
operative Societies, Government of West Bengal for their valuable views 
on the subjects covered by the study. 

8. The Team would like to place on record the services rendered 
by the officers and staff of the Calcutta Regional Office of the 
Agricultural Credit Department for collection, compilation and 
collation of various data and conducting the field studies to 
enable us to arrive at the various findings/conclusions. We 
are also thankful to Shri A. N. Choksi, Joint Chief Officer, 
Agricultural Credit Department, Reserve Bank of India, Eastern Zone, 
Calcutta and to Shri A. Sathyamoorthy, Director, Agricultural 
Refinance Corporation, Calcutta for their close association with the 
deliberations of the Study Team. Further, we are appreciative of the 
assistance and co-operation provided by the officers of the central and 
the primary land mortgage banks at every stage of the study. 

Legislation 


Land Tenure System 

9. The land tenure system in the state is governed by the West Bengal 
Estates Acquisition Act 1953, and the West Bengal Land Reforms Act 
1955 (as amended from time to time). The former Act which came into 
force on 12 February 1954 brought the state into direct relationship 
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with the owners of land. This Act allowed an intermediary, i.e., raiyat 
who cultivated his land by bargadar or sub-let his holding to retain 
ownership of certain types of land, including non-agricultural land in 
khas possession not exceeding 20 acres and agricultural land in khas 
possession not exceeding 25 acres. The state was empowered by the Act 
to acquire agricultural land of such intermediaries in excess of 25 acres. 
The West Bengal Land Reforms Act 1955 was introduced to create a 
structure of peasant proprietorship. Under this Act, there exist only 
two types of right-holders in land, viz., raiyat (i.e., a person who held 
land for purpose of agriculture) and bargadar (i.e., a person who 
under the system generally known as adhi, barga or bhag cultivated the 
land of another person on condition of delivering a share of the produce 
of such land to that person). In 1971, the West Bengal Land Reforms 
Act was amended mainly to lay down the ceiling on landholdings for 
different categories of raiyats on the basis of the size of their families. 

Rights of Raiyat 

10. In terms of section 4(1) of the West Bengal Land Reforms Act 
1955 a raiyat is the owner of his holding and his right is heritable and 
transferable subject to the ceiling laid down in the West Bengal Land 
Reforms (Amendment) Act 1971. The ceiling areas as laid down in 
section 14-M(1) of the West Bengal Land Reforms (Amendment) 
Act 1971 are: 

(a) in the case of a raiyat, who is an adult'unmarried person, 
2.50 standard hectares*; 

(b) in the case of a raiyat, who is the sole surviving member of 
a family, 2.50 standard hectares; 

(c) in the case of a raiyat having a family consisting of 2 or more, 
but not more than 5 members, 5.00 standard hectares; 

(d) in the case of a raiyat having a family consisting of more than 
5 members, 5.00 standard hectares, plus 0.50 standard hectare 
for each member in excess of five, so, however, that the 
aggregate of the ceiling area for such raiyat shall not, in any 
case, exceed 7.00 standard hectares and 

(e) in the case of any other raiyat, 7.00 standard hectares. 

Thus, no raiyat shall be entitled to own, in the aggregate, any land 
in excess of the ceiling area applicable to him under section 14M(1) 
of the Act referred to above. 

•Standard hectare means— 

(i) in relation to an agricultural land, an extent of land equivalent to:_ 

(a) 1.00 hectare in an irrigated area, 

(A) 1.40 hectares in any other area; 

(ii) in relation to any land comprised in an orchard, an extent of land equivalent to 
1.40 hectares. 
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Limitation of Mortgage 

11. In terms of section 7(1) of the West Bengal Land Reforms Act 
1955 as amended (on 8 February 1971) a raiyat can create (i) a simple 
mortgage or (ii) a usufructuary mortgage for a period not exceeding 
15 years or (iii) a mortgage by deposit of title deeds in favour of a 
scheduled bank or co-operative land mortgage bank or a corporation 
owned or controlled by the central or state government or by both for 
the purpose of obtaining loans for the development of land or improve¬ 
ment of agricultural production. But, in terms of section 14G ibid read 
with the West Bengal Land Reforms (Amendment) Act 1971, the sale 
of land belonging to scheduled tribes can be made to a person not 
hailing from -the scheduled tribe only when the revenue officer is 
satisfied that no purchaser belonging to a scheduled tribe is willing to 
pay the fair market price of the holding or any part thereof and that 
the proposed sale is intended to be made for one or more of the following 
purposes namely: (a) for the improvement of any other part of the 
holding or (b) for investment or (c) for such other purpose as may be 
prescribed. 

Section 14F of the Act also stipulates that no decree or order shall 
be passed by any court for the sale of the holding or any portion thereof, 
of a raiyat belonging to a scheduled tribe nor shall any such holding be 
sold in execution of any decree or order. Section 14G ibid again puts 
restrictions on alienation of land by scheduled tribes. In our visits to 
districts like Malda, Purulia, Darjeeling etc., it was stressed both by the 
officials and non-officials that these restrictive provisions in the West 
Bengal Land Reforms Act have rendered the process of recovering long¬ 
term co-operative dues from borrowers belonging to scheduled tribes 
extremely difficult. This has been adduced as one of the main causes for 
the rise in overdues and stagnation during the last few years of long¬ 
term co-operative credit in the districts having sizeable tribal population. 
With a view to shedding the reservations, if any, on the part of the land 
mortgage banks in granting advances to the members of scheduled 
tribes, the state government was requested by the Reserve Bank to 
consider building up of adequate reserves (Risk Fund) with the primary 
land mortgage banks, as per the guidelines formulated by the 
Government of India. 

Rights of Bargadar in respect of Land Cultivated 

12. ■ The bargadars did not enjoy heritable or transferable rights in the 
land tilled by them on crop-sharing basis. They were subject to eviction 
with the permission of the appropriate authority if the raiyat wanted the 
land for personal cultivation and other conditions laid down in the Act 
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or if the bargadar failed to cultivate the land personally and properly. 
However, section 17(2) of the Land Reforms Act 1955 provided that 
should a raiyat who had evicted a bargadar under circumstances as 
stated above failed to bring under personal cultivation any land hitherto 
cultivated by the latter or allowed another bargadar to cultivate such 
land within two years from the eviction of the former bargadar, the latter 
(former bargadar) would be entitled to purchase the land he cultivated. 
Such purchased land, it may be mentioned, was acceptable to the land 
development bank for being offered as security. It would thus be observed 
that the above enactments were made with a view to safeguarding the 
interests of the cultivators from being exploited by the raiyats. While 
the raiyats had unquestionable rights to sell or mortgage their land, the 
rights of the bargadars were protected except when their eviction was 
rendered feasible with the approval of the governmental authority under 
the conditions stated above. Further, in terms of section 17(4) of the 
West Bengal Land Reforms Act, no bargadar shall be entitled to cultivate 
more than 6 hectares of land. 

13. One of the important factors which had inhibited the growth of 
long-term credit in the state was the existence of a large number of 
farmers (40 per cent) who were share-croppers or bargadars having no 
right to the lands. To quote the study report of the All-India Central 
Land Development Banks Co-operative Union: 

“Another peculiar situation which acts as a constraint for creating 
capital assets on land through long-term finance, has been the 
existence of share-croppers in the state who have no permanent 
interest in land. It is estimated that about 40 per cent of the 
cultivators are of this category, viz., share-croppers, and normally 
they have no interest in making any investment in land for 
improvement and development of agriculture. This factor very 
much restrains the expansion of long-term credit in the state”. 
(Page 8) 

The following observations of the Study Team on Co-operative 
Agricultural Credit Institutions in West Bengal set up by the Governor, 
Reserve Bank of India, in regard to the use of land are relevant in this 
context: 

“According to the Techno-Economic Survey of West Bengal 
carried out by the National Council of Applied Economic Research 
in 1959-60, about 40 per cent of the rural population in West 
Bengal did not own land. Further, over 60 per cent of the land 
owing farmers in the state had holdings of less than five acres each. 
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The landless cultivators were carrying on cultivation either as 
share-croppers or tenants. As such they did not have any incentive 
for carrying out such measures as might bring about permanent 
improvement in land. This proved as a great hindrance to invest¬ 
ment in land and capital formation. Added to this was the problem 
of fragmented and scattered holdings.” (Page 10) 

14. The Reserve Bank has been suggesting the incorporation of a suit¬ 
able provision in the state Act on the lines of section 120 of the Maha¬ 
rashtra Co-operative Societies Act so as to recognise mortgages in favour 
of land mortgage banks created against the security of tenants’ interest 
in land and for protecting them in the event of transfer of land by sale. 
Suitable action may be initiated by the state government. 

Legislation governing Land Development Banks 

15. There was no separate enactment governing the working of land 
development banks in the state. The West Bengal Co-operative 
Societies Act 1973 contained special provisions relating to land mort¬ 
gage banks in Chapter XII — Sections 94-121, besides sections 33-37 
of Chapter IV which contained provisions relating to floatation of 
debentures by land mortgage banks. Section 52 of the Act granted 
exemption to co-operative land mortgage banks from the requirement of 
registration of mortgage deeds. The relevant Rules were laid down in 
Chapter XI of The Bengal Co-operative Societies Rules 1942 — 
Rules 147A-167 and also Rule 71 (relating to conditions for the 
guarantee of debentures by the state government). 

In the West Bengal Co-operative Societies Act 1973, the name 
‘co-operative land mortgage bank’ was changed to ‘land development 
bank’. 

Public Enquiry 

16. The state government has adopted the public enquiry system for 
the establishment of title before the grant of a loan by the land mort¬ 
gage bank on the lines of similar provisions obtaining in the Maha¬ 
rashtra Co-operative Societies Act. The public enquiry system was 
introduced with a view to simplyfying the procedure for processing the 
loan applications and shortening the time-lag between the receipt of 
loan applications and actual disbursement of loans. With this end in 
view, Rule 147 (C) of the Bengal Co-operative Societies Rules 1942 
laid down that all applications received by the land mortgage bank 
should be finally disposed of within a maximum period of 60 days. The 
above objective had, however, not been achieved, since the actual time 



LEGISLATION 


635 


taken for disposal of loan applications was far beyond the stipulated 
period of 60 days. In several cases, it extended to about 4 to 6 months. 

According to the detailed instructions under the public enquiry 
system (as laid down in circular No. 6 dated 8 September 1969 of the 
Registrar of Co-operative Societies, West Bengal) the primary land 
mortgage banks shall sanction loans after due enquiry and favourable 
legal opinion, but before disbursement of loans, shall have to cause a 
search for the period beginning from the date of submission of the loan 
application to the bank to the date of execution of mortgage bond. 
However, for the sake of ensuring complete safety of their investments, 
the said circular also required the primary banks to cause search, after 
disbursement of loans, for 12 years up to the date of application and also 
for a period of 4 months from the date of execution of the mortgage 
bonds. In most of the cases the latter two requirements were not being 
followed by the primary banks. The requirement of causing 12 years’ 
search after disbursement of the loan on the strength of the public 
enquiry officer’s report might not have any effect in the eyes of the 
law, should the search reveal prior encumbrance. The state government 
should make suitable provision in the state Act safeguarding the interests 
of the land mortgage bank. 

West Bengal Agricultural Credit Operations Act 1973 

17. An important piece of legislation enacted by the state government is 
the West Bengal Agricultural Credit Operations Act 1973 which brings 
commercial banks on par with co-operative credit institutions in the 
matter of certain privileges enjoyed by the latter in regard to loans 
for agricultural purposes, pursuant to the recommendations of the 
Talwar Committee. Under this Act, mortgage or charge on land can 
be created by declaration in favour of these banks by agriculturists for 
the purpose of obtaining financial assistance from them for agricultural 
purposes. Such mortgage or charge is not required to be registered 
separately and these relative declarations are also exempt from stamp 
duty. As in the case of co-operative banks, the dues from agriculturists 
to commercial banks shall be recoverable as arrears of land revenue. 
The mortgage or charge created by agriculturists in favour of com¬ 
mercial banks shall rank prior to that created in favour of other persons 
(other than the state government and co-operative societies) irrespective 
of the date of creation. 

Legal Impediments-Reforms Suggested 

18. The Reserve Bank had suggested to the state government certain 
amendments to the Land Reforms Act 1955 (vide Central ACD letter 
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No. ACD.Plan2747/PR.l(WB)58- dated 4 August 1958) with a view 
to securing greater advantage to the land mortgage banks, but no such 
provisions had been incorporated either in the amendments to the Bengal 
Co-operative Societies Act effected in 1971 or in the consolidated West 
Bengal Co-operative Societies Act 1973. The state government may 
bring about the following reforms early : 

(a) Payment of Compensation 

Payment of compensation on account of acquiring land in excess 
of the ceiling by the state government may not be made directly to the 
raiyat, but to the land mortgage banks in case such excess land already 
stands mortgaged to the latter for loans taken by the raiyat. 

(b) Prohibition of Sale of Leased Land 

As there is a possibility that land mortgage banks may have to lease 
out temporarily lands coming under their possession, suitable provisions 
may be made in the Act so as to deny any right of ownership of the land 
to the lessees and prohibit sale of leased land under section 4(4) of the 
Land Reforms Act 1971. 

(c) Granting Rights to Tenants and Oral Lessees 

The state government may accelerate land reform measures to 
eliminate absentee ownership and grant rights to tenants and oral lessees 
as suggested in the Report of the Study Team on Co-operative Agri¬ 
cultural Credit Institutions in West Bengal. 

(d) Ceiling on Landholdings 

As the ceiling of the landholding has been brought down to 5 
standard hectares for a family consisting of 2 to 5 members, land 
mortgage banks will have no recourse to the land in excess of the ceiling 
(forming part of the hypotheca) which will vest in the state government. 
Also, the residue of the hypotheca allowed to be retained by the 
borrower may not be sufficient for the land mortgage banks to recover 
the dues should it eventually become necessary to take recourse to 
auction sale of mortgaged property. The state government should 
consider the proposal for acquiring the entire piece of the hypotheca 
and compensate the primary land mortgage banks with the amount of 
outstanding dues by way of sale price of land so acquired. 

Further, in order to assist the land mortgage banks in spotting out 
such borrower-members, it is suggested that compensation officers may 
be advised to send a copy of the compensation roll to the local land 
mortgage bank/branch of the CLMB. 
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(e) West Bengal Co-operative Societies Act and Rules 

(i) Purchase of Land in Auction 

The performance of long-term co-operative credit institutions had 
been very poor in the last three years with the percentage of overdues 
to demand exceeding 50 as on 30 June 1972 in 14 out of 21 primary 
banks. The whole structure was crippled by mounting overdues and 
seemed to have been completely paralysed and unable to play any 
significant role in the provision of long-term credit for agricultural 
development. One of the major reasons commonly pointed out to us 
was that although recourse to sale cases under sections 101 to 112 of the 
West Bengal Co-operative Societies Act was made for collection of 
overdue loans from the recalcitrant borrowers, there were practically 
no bidders for the land. The study team of the All-India Central Land 
Development Banks Co-operative Union referred to earlier was of the 
view that : 

“The banks may continue to purchase the land in auction at 
least in a few selective cases, as the same is likely to create an impact 
on other defaulters and fear of losing their land in the event of 
non-payment. It is also recommended that the government may 
come forward, if the bidders are not available, to purchase the 
land, which will have salutary effect on other defaulters about 
the consequence of their default and this is expected to produce 
good results.” 

(ii) Registration of Mortgage Deeds 

The exemption granted to co-operative land mortgage banks under 
section 52(2) in Chapter V of the amended Act from the requirement 
of registration of the mortgage deeds has not been likewise extended to 
the branches of the central land mortgage bank and the registration 
of the mortgage deeds would be necessary in their case even after the 
new Act has come into force. The state government should include 
such a provision in the Act. 


Land Development Banking in the State 

19. The long-term co-operative credit structure in the state combined 
the features of both the unitary and federal systems with the central 
land mortgage bank at the state level and its two branches and 21 
primary land mortgage banks at the district and sub-divisional levels. 
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Although the West Bengal Central Co-operative Land Mortgage 
Bank Ltd., was registered as early as in January 1958, it has not built up 
a sufficiently strong position as an apex organization for the entire long¬ 
term co-operative credit movement in the state. (Please see Statement 1). 
The bank continuously failed to achieve the programme for floatation 
of ordinary debentures. As against a target of Rs 13 crores—a modest 
one viewed against the credit potential—fixed for long-term investment 
in the Fourth Plan, the loans provided by the bank aggregated about 
Rs 4 crores only. The various factors inhibiting the growth of long¬ 
term credit in the state have been discussed at length in the subsequent 
paragraphs. By far the most striking aspect was that long-term finance 
was granted mainly by way of isolated loans in scattered areas and not 
associated with any definite programme or scheme of land improvement, 
e.g., minor irrigation, land reclamation etc. The response to the special 
schemes of the ARC was weak. The bank’s resources were meagre, its 
share capital as on 31 March 1973 being Rs 84.38 lakhs of which as 
much as Rs 55 lakhs represented the contribution by the state govern¬ 
ment. During the decade and a half since its inception, the bank had 
advanced loans for an aggregate amount of only Rs 838.52 lakhs, of 
which the outstandings as on 30 June 1973 amounted to Rs 547.19 lakhs. 
A total sum of Rs 763.94 lakhs was raised through floatation of 
debentures. 

The bank’s capacity to improve its role in long-term agricultural 
credit had been crippled by abnormal rise in overdues of the primary 
land mortgage banks. The defaults of these banks increased from 
Rs 8.13 lakhs as on 30 June 1969 to Rs 21.05 lakhs as on 30 June 1972 
and to Rs 29.95 lakhs as on 30 June 1973 forming 41.3 per cent of 
the demand for the year. As many as 16 out of 21 primary co-operative 
land mortgage banks were in default on that date. As a result, the bank 
fell into arrears in making sinking fund investments to the tune of 
Rs 43.62 lakhs as on 30 June 1972 and Rs 30.47 lakhs as on 
30 June 1973. Another disturbing feature noticed in the bank’s working 
was the incurring of continuous losses because of heavy overdues. The 
net loss suffered by the bank increased steeply from Rs 6.49 lakhs for 
1969-70 to Rs 10.11 lakhs for 1971-2. The accumulated losses of the 
bank which stood at Rs 25.24 lakhs as at the close of 31 March 1973 
had not only wiped out its entire reserves at Rs 2.92 lakhs but also eroded 
the share capital to the extent of Rs 22.32 lakhs. Further, as a result 
of heavy defaults of the primary land mortgage banks to the central 
land mortgage bank—overdues as on 30 June 1973 amounted to 
Rs 29.95 lakhs—the latter had to meet sinking fund commitments from 
out of its own resources to the extent of Rs 30 lakhs. Thus, to that 
extent, own resources of the central land mortgage bank would not be 
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available for meeting the increased lending programme envisaged after 
rehabilitation of the primaries. 

Poor collection performance apart, the persistent feature of losses 
incurred by the bank was attributable partly to the incorrect policy 
followed by the central land mortgage bank in appropriating collections 
from primaries first towards principal and thereafter towards 
adjusting interest due. Consequently, the bank was required to make 
substantial provision towards overdue interest which had to be higher 
to the extent collections which ought to have been appropriated towards 
interest were adjusted towards principal and this affected the working 
results of the bank. Although the procedure had since been set right, 
the central land mortgage bank, it is obvious, had resorted to this faulty 
accounting system to show a better recovery performance at the level 
of primaries with a view to avoiding the rigours of the Reserve Bank’s 
discipline relating to their performance in regard to collection to 
floatation of debentures by the central land mortgage bank. Though 
the scheme of rural debentures had been in operation for a number of 
years, the central land mortgage bank made no efforts at all to float 
any series till now. Even with the introduction of the more attractive 
scheme of accepting fixed deposits at favourable rates of interest, in 
lieu of rural debentures, the central land mortgage bank had done 
very little as the deposits collected by the bank till 30 June 1973 
amounted to a small sum of Rs 0.17 lakh only. 

There was hardly any control over the primary land mortgage 
banks or branches of the central land mortgage bank by the head office 
beyond the flow of certain periodical returns from them to the head 
office. There was no inspection of the primary land mortgage banks 
and the branches by the head office. Visits, if any, by the head office 
officers to the branches or the primary land mortgage banks were 
incidental to purposes other than for exercising any control over the 
branches and the primary land mortgage banks. Even in regard to 
the returns, thorough scrutiny was not done at the head office to find 
out discrepancies and ensure accuracy. Looking at the way the head 
office of the central land mortgage bank functioned one could not 
escape the impression that it acted more as a centre for attending to the 
floatation of debentures, consolidation of accounts, than as a strong and 
effective apex institution for directing, controlling and co-ordinating 
the work of its branch offices as also for ensuring close supervision over 
the primary land mortgage banks. 

Loans and Advances 

20. There had been an inadequate response to the detailed guidelines 
issued by the Reserve Bank aimed at rationalization of lending policy, 
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better management of resources etc. The volume of loans advanced by 
the bank reached its peak at Rs 126.60 lakhs during 1970-71 but 
declined sharply in the next two years. Prior to 1969-70, the bulk of 
the loans issued by the bank was for unidentifiable productive purposes 
and unproductive purposes. However, a shift towards production- 
oriented system of lending was thereafter noticeable inasmuch as 
practically no loans were issued by the bank for unproductive purposes. 
Nevertheless, sporadic loans in scattered areas not associated with any 
definite programme of land improvement continued to be a feature of 
the bank’s lending operations. Minor irrigation constituted the main 
plank of the development effort put in by the bank. Thus, during 
1971-2, loans for purchase of machinery including tractors, oil engines 
and pumpsets (Rs 40.47 lakhs), sinking of and repairs to wells and 
construction of new tanks (Rs 32.78 lakhs) and construction of godowns 
and cattle sheds (Rs 3.08 lakhs) taken together accounted for 92 per 
cent of the total loans as compared with 46 per cent in 1968-9. Corres¬ 
pondingly, there was a decline in loans for levelling, bunding, construc¬ 
tion of field channels, etc., from Rs 51.19 lakhs in 1968-9 to Rs 5.46 lakhs 
in 1971-2. The purpose-wise classification of loans issued by the central 
land mortgage bank during the last 4 years ended 1971-2 and 1972-3 
(till 31 March 1973) is given in Table 1. 

The bank had not undertaken any study to fix the norms for outlay 
of different types of agricultural development. For example, no scale had 
been fixed for levelling, bunding or excavation of new tanks, etc. Loans 
were found to have been issued by the primaries on the basis of the 
borrower’s estimate as considered reasonable by the outdoor staff. 
Determination of loan eligibility was linked with the security offered 
for loans rather than the incremental income. The valuation of land 
which continued to be done on the basis of fixed scale approved by the 
Registrar of Co-operative Societies as early as in 1968 was not liberalised 
taking into account the value of land at eight times the net income 
after the proposed development as suggested by the Reserve Bank. 

Management of Resources 

21. The principal sources of funds of the West Bengal Central Land 
Mortgage Bank were (a) its owned funds, (b) interim accommodation 
obtained from the West Bengal State Co-operative Bank and (c) market 
borrowings by issue of ordinary and special debentures. 

(a) Owned Funds 

22. It has been recognised that land development banks should have 
strong owned funds not only to enable them to absorb within the structure 
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TABLE 1 

Purpose-wise Classification of Loans 


Rs Lakhs 




Purpose 

1968-9 

1969-70 

1970-71 

1971-2 

1972-3 








(till 

31-3-73) 



I 

2 

3 

4 

5 

6 

A. 

Identifiable productive purposes 







(i) 

Purchase of machinery including 
tractors, oil engines, pumpsets etc 

10.87 

15.19 

36.14 

40.47 

26.63 


(ii) 

Deepening and reconstruction or 
repairs to wells and tanks 

4.23 

11.16 

11.16 

4.60 

2.31 


(iii) 

Sinking of new wells and construc¬ 
tion of new tanks 

31.76 

44.74 

53.96 

28.18 

30.91 


(iv) 

Construction of godowns and cattle 
sheds etc 

2.15 

5.66 

9.13 

3.08 

2.63 




49.01 

76.75 

110.39 

76.33 

62.48 

B. 

Unidentifiable productive purposes 







(i) 

Levelling, bunding and reclama¬ 
tion of lands 

51.19 

19.00 

12.79 

5.46 

3.19 


(ii) Fencing, laying of orchards. 








gardens etc 

0.66 

1.57 

1.53 

0.92 

0.35 




51.85 

20.57 

14.32 

6.38 

3.54 

C. 

Unproductive purposes 







Purchase of land or ownership rights and 
redemption of old debts 

4.94 

0.03 

0.07 

0.03 

0.01 



GRAND TOTAL 

105.80 

97.35 

124.78 

82.74 

66.03 

Percentage of ‘A’ to total 

46.3 

78.8 

88.5 

92.2 

94.6 


the overdues likely to arise owing to defaults in repayment of annual 
instalments by primaries but also to utilise its own resources, free of 
cost, for loaning operations substituting, as far as possible, interim 
finance from the co-operative or commercial banks (at 7 to 8 per cent 
interest). 

The West Bengal Central Co-operative Land Mortgage Bank had 
owned funds of Rs 87.30 lakhs only as on 31 March 1973, comprising 
share capital of Rs 84.38 lakhs (of which Rs 55 lakhs represented state 
government’s contribution) and reserves at Rs 2.92 lakhs. There was 
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no accretion to the reserves since 1969-70 as the bank continuously 
worked at loss. 


(b) Interim Accommodation 


23. The West Bengal Central Co-operative Land Mortgage Bank had 
been enjoying interim accommodation limit ranging from Rs 25 lakhs 
to Rs 40 lakhs during the last 5 years from the West Bengal State Co¬ 
operative Bank. The interim accommodation was generally repaid during 
or immediately following the tap period of the next series of debentures 
floated. The rate of interest paid on the interim finance was 7 per cent 
as against 5^4 to 6 per cent offered by the central land mortgage bank 
on its debentures. In order to minimise the impact of the higher rate 
of interest on interim accommodation, the best course for the bank 
would be to float debentures at more frequent intervals than at present. 
Since special development schemes would be financed by the central 
land mortgage bank to an increasing extent, the desirability of having 
separate limit of interim accommodation sanctioned for the purpose 
as distinct from the interim accommodation for floating ordinary 
debentures may be considered by the West Bengal State Co-operative 
Bank. This is already being done by the banks in Punjab and Andhra 
Pradesh. 

(c) Disposable owned funds and utilization thereof 

24. The position of loans outstanding, investments in sinking fund, 
outstanding debentures and interim accommodation outstanding at the 
end of the last three co-operative years and as on 31 March 1973 is 
given in Table 2. 

TABLE 2 


Deployment op Owned Funds 


Rs Lakhs 


Item 

30-6-70 

As « 

30-6-71 

on 

30-6-72 

31-3-73 

(i) Total loans outstanding 

377.75 

465.34 

505.08 

541.23 

(ii) Investments in the sinking fund 

107.52 

147.69 

164.81 

212.24 

(iii) Total of (i) and (ii) 

485.27 

613.03 

669.89 

753.47 

(iv) Outstanding debentures 

472.48 

577.18 

650.68 

740.87 

(v) Value of mortgages forming cover for interim 

accommodation outstariding [(iii) minus (iv)] 

12.79 

35.85 

19.21 

12.60 

(vi) Interim accommodation outstanding 

30.00 

15.00 

_ 

12.79 

(vii) Disposable owned funds 

35.48 

54.59 

56.88 

56.15 

(viii) Total of (vi) + (vii) 

65.48 

69.59 

56.88 

68.94 

(ix) Excess of (viii) over (v) 

52.69 

33.74 

37.67 

56.34 

(x) Cash and bank balance in current account 

12.95 

16.18 

13.71 

46.92 

(xi) Short-term deposit with apex bank (not ear- 

marked towards sinking fund) 

44.63 

8.17 

20.51 

0.02 

(xii) Total of (x) and (xi) 

57.58 

24.35 

34.22 

46.94 
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an analysis of the above data, it will be observed that : 

(i) the central land mortgage bank had all through maintained 
large surplus resources in the form of cash, bank balances and 
short-term deposits with the apex bank over and above 
mortgages acquired (loans) not covered by debenture 
floatation. The range of idle cash and bank balances main¬ 
tained by the central land mortgage bank at the end of the 
last four years referred to above was from Rs 12.95 lakhs 
to Rs 46.92 lakhs on which the central land mortgage bank 
did not earn any interest. Had this idle money been utilized 
in reducing/liquidating the interim accommodation outstand¬ 
ing to the apex bank, the bank could have reduced its burden 
of losses (Rs 25.24 lakhs as on 31 March 1973). 

(ii) The value of mortgages forming cover for interim accom¬ 
modation outstanding was more than the outstanding interim 
accommodation by over Rs 20 lakhs as on 30 June 1971 and 
30 June 1972, though the position was just the reverse as 
on 30 June 1970 and 31 March 1973. The indications were 
that the central land mortgage bank which could have fruit¬ 
fully utilized its own disposable resources in lending operations 
before debenture floatation, was more prone to availing itself 
of interim accommodation from the apex bank for the purpose. 

(iii) Except as on 31 March 1973, the central land mortgage bank 
had been keeping sizeable amounts in short-term deposits with 
the apex bank for periods not exceeding 91 days, which 
apparently were meant for investment of sinking fund in the 
form of subscription to the debentures of sister land develop¬ 
ment banks of other states as and when these were floated. As 
the short-term deposits carried lower rates of interest compared 
to that to be paid to the debenture-holders, the bank may 
consider ascertaining from the All-India Land Development 
Banks Union, the extent of floatation of debentures by other 
state land development banks periodically so that the central 
land mortgage bank’s commitment for the next 6 months 
might be planned well in advance and the balance (representing 
collections) could be invested either in government securities 
or short-term deposits with the apex bank earning interest at 
least at 6 per cent per annum. If, in the process, there is slight 
deviation from the approved pattern of investment of sinking 
fund in the ratio of 20:20:60 in fixed deposit with the apex 
bank, government securities and debentures of sister land 
development banks respectively, the Reserve Bank need 
not object. 
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Floatation of debentures—Programme and Achievement 
25. The position of the total ordinary debenture programme, institu¬ 
tional support availed of and actual performance of the West Bengal 
Central Co-operative Land Mortgage Bank during the last 4 years is 
shown in Table 3. 

TABLE 3 

Ordinary Debentures—Targets and Achievements 

Rs Lakhs 


Financial year Approved Supported Actual Institutional 

ordinary debentures floatation support 

debentures programme availed of 

programme (including 

mutual support) 


1 2 


1969- 70 190 

1970- 71 225 

1971- 2 200 

1972- 3 270 


3 4 5 


140 86.18 51.57 
180 102.30 75.80 
170 93.50 71.54 
250 90.19 68.02 


The bank had continuously failed to reach the targets. This was 
because enough mortgages could not be collected as the flow of long¬ 
term credit was choked due to heavy overdues at the primary level. 
The special development debentures floated by the bank till 31 March 
1973 aggregated Rs 5.70 lakhs only. The bank had practically not 
been able to take any advantage of refinance facilities provided by the 
ARC for special development schemes and the schemes for development 
of arecanut and coconut had to be abandoned because of the poor 
response. This aspect has been discussed in further detail later. The 
contributions made to the debentures by different institutions during 
the last five financial years are given in Table 4. 

TABLE 4 

Debenture Floatations—Institutional Support 

Rs Lakhs 


Institutions which subscribed 
to the debentures 


(i) Life Insurance Corpora¬ 
tion of India 

(ii) State Bank of India 

(iii) Reserve Bank of India 

(iv) Government of India 

(v) State Government 

(vi) Commercial Banks 

(vii) Sister State Land Develop¬ 
ment Banks 

(viii) (A) Total of columns (i) 
to (vi) 

(B) Total subscriptions 
Percentage of (A) to (B) 


Contribution made to debentures during the 
financial year_ 


968-9 

1969-70 

1970-71 

1971-2 

1972-3 

14.50 

4.39 


15.00 

5.00 

6.95 

4.00 

4.00 

5.00 

3.00 


9.09 

11.93 

14.04 

10.53 

14.45 

9.09 

15.04 

13.50 

10.50 

38.96 

9.00 

21.40 

23.00 

12.00 

6.12 

16.00 

23.43 

1.00 

26.99 

74.86 

35.57 

52.37 

70.54 

41.03' 

90.00 

86.18 

102.30 

93,50 

90.19 

83.2 

41.3 

51.2 

75.4 

45.5 
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Thus, out of the funds raised by the central co-operative land 
mortgage bank through debentures, commercial banks made relatively 
sizeable contributions. For sustaining a lending programme of 
Rs 300 lakhs during the year 1973-4, the central land mortgage bank 
is expected to float debentures of Rs 270 lakhs with the institutional 
support as under : 


Rs Lakhs 


Central and State Governments 86.0 

Commercial Banks 75.0 

Life Insurance Corporation 35.0 

State Bank of India 25.0 

Reserve Bank of India 19.0 


Land Development Banks (Mutual Support) 30.0 

270.0 


According to the Working Group for the Fifth Plan relating to West 
Bengal, land mortgage banks are expected to lend Rs 40 crores in the 
Fifth Plan. Presently, the central land mortgage bank is permitted to 
float debentures in 3 series in a year. It was represented to us that as 
effective mortgages could be created by the central land mortgage bank 
only out of interim accommodation from the West Bengal State Co¬ 
operative Bank, permission by the Reserve Bank of India to allow 
floatation of debenture series of comparatively lower amount at more 
frequent intervals, say, 4 or 5 times in a year, might lessen the hardship 
of interest burden of interim accommodation. 

Another difficulty experienced by the bank was that of obtaining 
permission of the state government to stand as guarantor in respect of 
issue of debentures (ordinary and special) under each series. To over¬ 
come this difficulty the state government should consider giving an overall 
guarantee for each financial year towards floatation of debentures by 
the bank. 

Sinking Fund Management 

26. The by-laws/trust deeds of the West Bengal Central Co-operative 
Land Mortgage Bank provided that whatever recoveries were effected 
by it should be held in a separate account with the state co-operative 
bank for meeting in due course its sinking fund commitments. But the 
bank’s sinking fund investment was all along lagging behind the actual 
requirements as may be seen from the figures given in Table 5. 
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TABLE 5 


Sinking Fund Commitments 


Rs Lakhs 


Position as on 

Sinking Fund 

Sinking Fund 

Deficit 


requirement 

Investment 

(Col. (2)- 



actually made 

Col. (3)) 

(1) 

(2) 

(3) 

(4) 

30 June 1970 

134.11 

107.52 

26.59 

30 June 1971 

174.85 

147.70 

27.15 

30 June 1972 

208.43 

164.81 

43.62 

30 June 1973 

240.30 

209.83 

30.47 


Such a situation had arisen as a result of the failure of the bank 
to recover loans on due dates. 

The different types of securities in which the sinking fund was 
invested as on 30 June 1973 are indicated in Table 6. 

TABLE 6 


Investment of Sinking Fund 


Types of Securities 

As on 
30.6.73 
(Rs Lakhs) 

% to 
total 

Mode of investment 
of sinking funds as 
prescribed by the 
Reserve Bank of 
India 

(i) Government and other Trustee 
securities 

48.04 

22.9 

20.0 

(ii) Debentures of other Land Develop¬ 
ment Banks 

113.73 

54.2 

60.0 

(iii) Fixed deposit with the State Co-op. 
Bank 

48.06 

22.9 

20.0 


209.83 

100.0 

100.0 


Thus the investments did not strictly conform to the pattern 
suggested by the Reserve Bank of India. There was no system of periodi¬ 
cal review of the sinking fund investments by the bank’s board. 

Staff 

27. It is very important to ensure that the chief executive of the central 
land mortgage bank has the necessary professional competence for dis¬ 
charging his duties in the best interests of the institution. With his practical 
experience and intimate knowledge of the problems facing the bank, 
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it should be the chief executive who should assist the board of directors 
in arriving at correct decisions about the choice of the programmes. Since 
its inception, the bank’s chief executive officer has been an officer from 
the co-operative department deputed as the manager. 

According to by-law 52 of the central land mortgage bank, the 
managing committee shall appoint a proper person to be the secretary 
for the conduct of the affairs of the bank, but the state government shall 
have power to appoint a manager of the bank on such terms and condi¬ 
tions as may be laid down by the state government and such appointment 
shall be binding upon the board and the manager so appointed will have 
all the powers and perform all the duties of the secretary. The deputation 
of a senior departmental officer to the bank as its manager has failed to 
improve matters for various reasons one of which was that he did not, 
in actual practice, have effective control over the bank’s administration. 
In the head office, the manager was assisted by the deputy manager (on 
deputation from the co-operative department of the state government 
since 31 March 1973), chief accountant and three other supervisory staff 
to attend to secretarial work. The deputy manager, chief accountant, 
and a member of supervisory staff themselves dealt with establishment 
matters, general administration, implementation of loan programmes and 
matters relating to floatation of debentures. The accounting side includ¬ 
ing administrative matters, was attended to by the chief accountant 
assisted by an assistant accountant and clerks. The loan section was 
equipped with requisite clerical staff and supervisory staff. All legal 
matters were looked after by a part-time law officer. A technical cell has 
also been constituted consisting of an agronomist (on deputation from 
the agriculture department of the state government since 2 July 1973) 
and the deputy manager for processing the special schemes already 
received by the bank and exploring the possibilities of formulating and 
implementing other suitable schemes outside the programme of ordinary 
lending. It was understood that the bank had been making necessary 
arrangements for appointing 20 agricultural graduates and 7 deputy 
managers of the rank of inspector of co-operative societies for the cell as 
contemplated in the state co-operative department’s order No. 3576 
Coop/75-141/71 dated 15 December 1972. 

In the two branches, the managers were departmental officers of the 
rank of inspector of co-operative societies deputed by the state govern¬ 
ment. Although the bank had a fairly large complement of officers and 
clerical staff, the majority of them were not found to be quite well- 
conversant with the latest trends in long-term lending policy. The branch 
manager in charge of the Purulia branch and almost all the clerical and 
field staff of both the branches were not trained in land mortgage banking. 
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There was no inspectorate at the head office for the purpose of inspecting 
periodically and regularly the branches of the central co-operative land 
mortgage bank and ensuring compliance of the reports submitted by the 
inspecting officers. The two inspectorial staff in the head office were 
utilized primarily for indoor work. Another disquieting aspect in the 
present set-up of the head office was that there is no machinery for watch¬ 
ing the recovery performance of the primaries. The central land mortgage 
bank is concerned only about its demand which the primaries rarely met. 

Board of Directors 

28. The management of the central land mortgage bank is vested in 
a board with 18 directors consisting of 13 elected representatives of 
primary land mortgage banks, one elected representative each from 
individuals (non-borrower individuals/individual agriculturists owning 
agricultural land or landed property) and co-operative farming societies/ 
agricultural societies doing farming business and 3 nominees of the state 
government. The government nominees on the board, in office at the 
time of our study, were the special officer and ex-officio Additional 
Registrar of Co-operative Societies and two non-officials. We are of the 
view that the government nominees should be high-ranking officials such 
as the Commissioner for Agriculture and Community Development, the 
Secretary to Government, Co-operation or Agriculture Department, the 
Registrar of Co-operative Societies and the Director of Agriculture who 
are directly or indirectly concerned with the agricultural credit. It would 
also be advisable to include a nominee of a public sector bank on the 
board of the central land mortgage bank. 

In the board of directors of the central land mortgage bank there 
was no representative from Darjeeling and Purulia Districts which were 
served by the bank’s branches. We have recommended elsewhere that 
these branches should have branch committees with adequate representa¬ 
tion of members of the districts. In order that the interests of these two 
districts are also represented on the board of the central land mortgage 
bank, we recommend that the by-laws of the bank may be suitably 
amended so as to include in the board the chairmen of the branch 
committees of these two branches. 

Branch Advisory Committees 

29. The two branches of the central land mortgage bank had no branch 
committees. In accordance with the instructions issued by the central 
land mortgage bank, loan sub-committees had been constituted for each 
branch consisting of two directors of the bank who, in the case of the 
Darjeeling branch, were those representing Raiganj and Alipurduar 
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primary land mortgage banks and in the case of Purulia, Bankura and 
Burdwan primary land mortgage banks. The loan committees included 
two permanent invitees, viz., Project Officer, SFDA and Deputy 
Registrar of Co-operative Societies, North, in the case of Darjeeling and 
Project Director, MFAL and range Assistant Registrar of Co-operative 
Societies in the case of Purulia, Apart from sanction of loans, the loan 
sub-committee had been delegated with the powers to admit new members 
and allot shares to them. Apart from the question of adequate represen¬ 
tation, the individual members of the respective districts did not have 
any representative on the loan sub-committee. Further, as pointed out 
earlier, the interests of two districts were also not represented on the 
board of the central land mortgage bank. Each of the branches may 
have branch committees consisting of 5 directors elected by the members 
of the respective branch and two government nominees. The chairman 
of the committee should be the representative of the branch on the 
board of the central land mortgage bank as recommended earlier. 

Apart from such advisory functions as the central land mortgage 
bank might deem fit to delegate to the committee, it might have the 
powers to enrol new members, allot shares and sanction loans to the 
extent done by the boards of primary land mortgage banks. 

Strengthening the Organizational Base of Land Mortgage Banks 

30. As against the total investment target fixed for land mortgage banks 
during the Fourth Plan at Rs 13 crores, the Government of West Bengal 
proposed a target of Rs 40 crores during the Fifth Plan out of which, a sum 
of Rs 25 crores was earmarked for normal loans and Rs 15 crores under 
area development programmes to be refinanced by the ARC. In order to 
cope with such expanded activity, the work of the central land mortgage 
bank was proposed to be decentralised to a great extent by opening of 
three zonal offices conterminous with three co-operative zones with a 
zonal manager of the rank of Assistant Registrar of Co-operative 
Societies placed in charge of each zone. With a view to taking the 
institution of land mortgage bank as near as possible to the beneficiaries, 
the state government had also decided to organize one primary land 
mortgage bank for each sub-division. During the Fourth Plan, there 
was a scheme for opening 8 primary banks at the sub-divisional level 
and at the end of the Fifth Plan, 40 primary co-operative land mortgage 
banks were envisaged as compared with 21 at present. It was not clear 
whether the state government had taken into consideration the economic 
viability of the proposed primary co-operative land mortgage banks, in 
deciding upon the sub-divisional banks. Although the Study Team 
appreciated the anxiety of the state government to bring the banks 
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as close to the cultivators as possible, we feel strongly that the programme 
of setting up more sub-divisional level primary co-operative land 
mortgage banks might not be in the interest of the proper fulfilment of 
developmental objectives. Instead, the Study Team felt that branches 
of primary land mortgage banks might be opened in unbanked areas 
based on considerations such as proximity to cultivators, anticipated 
increase in business, availability of proper supervisory arrangements and 
above all, the viability of the concerned primary land mortgage bank 
taking into account the cost of additional staff and establishment vis-a-vis 
the anticipated increase in the volume of business. More details about 
the position of viability of each primary bank are given in the subsequent 
paragraphs. 


Primary Land Development Banks 

31. Except the two districts of Darjeeling and Purulia which were 
served by a branch each of the West Bengal Central Land Mortgage 
Bank, the remaining 13 districts of the state as stated earlier, were served 
by 21 primary land mortgage banks. Till 1966, only 12 primary banks 
were operating in West Bengal. The branches of the central land 
mortgage bank as well as the remaining primary banks were opened 
during the Fourth Plan. Despite the existence of a number of primaries, 
the progress made by them during the last 5 years in building up their 
owned funds as well as in meeting long-term credit requirements had 
remained extremely unsatisfactory as will be seen from Table 7. 

A consolidated position showing the important financial and 
other particulars of all primary co-operative land mortgage banks and 
the branches of the central land mortgage bank as on 30 June 1972 
is given in Statement 2. The coverage of rural families by the land 
mortgage banks in West Bengal was barely 1 per cent. Although the 
owned funds should be adequate to absorb overdues in years when 
recoveries were affected, the owned funds of all the primary banks, 
including the branches of the central land mortgage bank (which in 
practice functioned like that of any primary land mortgage bank), 
aggregated Rs 50.46 lakhs and Rs 57.56 lakhs as on 30 June 1972 and 
31 March 1973 respectively. Out of the aggregate paid-up capital of 
Rs 47.76 lakhs of 21 primaries, the state government had subscribed 
to the share capital of 18 banks to the tune of Rs 9.25 lakhs. The owned 
funds of 12 primary banks, viz., Cooch Behar, Alipurduar, Raiganj, 
Malda, Murshidabad, North 24 Parganas, Howrah, Arambagh, Katwa- 
Kalna, Jhargram, Contai and Tamluk were less than Rs 2 lakhs each. 
Six more, viz., Jalpaiguri, Balurghat, South 24 Parganas, Hooghly, 
Birbhum and Bankura primary banks had owned funds between 
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TABLE 7 

Primary Land Development Banks—Particulars 


Rs Lakhs 



Particulars 

1968-9 

1969-70 

1970-71 

1971-2 

1972-3 
(as on 
31.3.73) 


1 

2 

3 

4 

5 

6 

1 . 

Number 

21 

23* 

23* 

23* 

23* 

2. 

Membership 

27,262 

30,630 

34,004 

34,930 

36,663 

3. 

Owned funds 

27.47 

32.70 

40.82 

50.46 

57.56 

4. 

Borrowings 

309.39 

349.68 

456.19 

502.37 

541.69 

5. 

Working Capital 

336.86 

382.38 

497.01 

552.83 

599.25 

6. 

Loans advanced during 






the year 

98.24 

94.95 

111.23 

86.35 

65.76 

7. 

Loans outstanding 

313.40 

383.41 

470.41 

526.52 

561.72 

8. 

Overdues 

16.22 

26.85 

39.72 

54.90 

61.92** 

9. 

Percentage of overdues to 






demand 

45.4 

50.5 

60.5 

63.4 

58.0 

10. 

No. worked at profit (agg- 






regate profit) 

11 

11 

7 

9 




(+1.18) 

(+1.05) 

(+1.96) 

(+2.17) 

— 

11. 

No. worked at loss 







(aggregate loss') 

5 

12 

8 

14 




(-0.30) 

(-1.84) 

(-2.08) 

(-4.02) 

— 


* Including 2 branches of CLMB 
** As on 30.6.73 


Rs 2 lakhs and Rs 5 lakhs each, while the remaining 3 banks had 
owned funds above Rs 5 lakhs each. 

Share Capital 

32. In West Bengal, the primaries have to invest in the shares of the 
central land mortgage bank to the extent of 5 per cent of their borrow¬ 
ings from the latter, whereas they receive contributions from the 
members to the extent of only 5 per cent of the loans advanced to them. 
In effect, therefore, the entire share capital contributed by the members 
is being passed to the central land mortgage bank. As pointed out 
earlier, primaries too should build up, over the years, a strong base of 
owned funds so as to absorb the overdues and serve in an increasing 
manner the needs of interim accommodation. It is, therefore, 
recommended that the share capital contribution of the primary land 
mortgage banks in the central land mortgage bank may, in future, be 
fixed at 3 per cent of the borrowings of the primary banks while the 
share capital contribution to the primary land mortgage banks by 
individual members may continue to be at 5 per cent of their borrowings 
as suggested by the Reserve Bank following the recommendation of the 
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Working Group on Co-operation for the Fifth Five Year Plan. The 
by-laws of the central and primary land mortgage banks should be 
amended suitably in this regard. Further, it is recommended that 
primary land mortgage banks might collect share capital contribution 
from the small/marginal and economically weak farmers in a phased 
manner, i.e., at the rate of 2 per cent of their borrowings in the first 
year and 1 per cent in each of the subsequent 3 years, thus raising the 
total to 5 per cent. 

Loan Procedure and Policy 

33. Cultivators desirous of availing themselves of long-term loans are 
required to file applications in the prescribed form with a primary land 
mortgage bank/branch of the central land mortgage bank of the area 
concerned, together with the (i) cadastral settlement record, 
(ii) revisional settlement record, (iii) last three years’ rent receipts and 
a certificate from tehsildar indicating that the details of land proposed 
to be mortgaged were correct and the applicant was in good title and 
possession of the same land mentioned in the application. On receipt of 
the application, the primary bank arranged through its outdoor officer 
to make a preliminary scrutiny with reference to the documents enclosed 
whether the applicant prima facie had alienable right over the land and 
whether the loan was required for a productive purpose. After such 
scrutiny, only deserving and eligible loan applications were entertained. 
Those who had submitted defective loan applications were advised for 
removal of the defects before these were resubmitted. The manager of 
the bank then sent the eligible cases to the public enquiry officer 
(generally inspectors of co-operative societies) for making public enquiry 
under section 95 of the West Bengal Co-operative Societies Act 1973 and 
obtained an order from the public enquiry officer that no person would 
have any claim whatsoever against the property offered as security for 
the loan or against the property for which the loan applied for would be 
sanctioned till such time as the loan, together with the interest thereon 
or any other dues arising out of the loan, were paid in full by the 
borrower. As soon as the loan application was received back from the 
public enquiry officer, the case was sent to the lawyer appointed by the 
primary bank for obtaining legal opinion. When the title to the property 
was cleared by the lawyer, the manager or the outdoor officer of the 
primary land mortgage bank caused a spot enquiry into the loan applica¬ 
tion in accordance with the long-term loan rules framed by the West 
Bengal Central Co-operative Land Mortgage Bank, with the approval 
of the state government. The enquiry officer was required to record, 
among other things, such observations in the forms prescribed for the 
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purpose by the primary bank in respect of (i) applicant’s alienable right 
to mortgage the lands, (ii) valuation of the land offered for mortgage, 
(iii) estimated cost on outlay for the purpose for which the loan is applied 
for, (iv) repaying capacity to be generated after development, 
(v) manner of cultivation, i.e., whether cultivated by the applicant him¬ 
self or by hired labour or by hargadan/tenants. The enquiry officer also 
recommended the amount of loan that could be sanctioned by the bank. 
The manager would then put up the loan case with his recommendations 
before the managing committee/loan sub-committee for sanction. Before 
disbursement of the loan, the borrower was required to execute the 
mortgage bond and the primary bank’s search clerk would cause a search 
in the office of the sub-registrar for the period from the date of submission 
of the loan application to the bank to the date of execution of the 
mortgage deed. 

Where the amount of the loan was beyond the discretionary limit 
given to the primary/branch (at present Rs 7,500), the entire loan case, 
duly processed and recommended by the primary bank was forwarded to 
the West Bengal Central Co-operative Land Mortgage Bank for further 
scrutiny and sanction. The central land mortgage bank ensured 
(i) whether the conditions laid down in its policy circulars issued from 
time to time were complied with, (ii) whether valuation of the property 
was done as per the circular issued by the Registrar of Co-operative 
Societies in April-August 1968, (iii) whether the applicant was eligible 
for the loan for the purpose and (iv) whether the repaying capacity of 
the applicant had been correctly worked out. Besides, the law officer of 
the central land mortgage bank was also required to certify, with 
reference to the original settlement records, whether the applicant’s title 
to the land offered as hypotheca was good and marketable. When the 
loan was sanctioned by the managing committee of the central land 
mortgage bank, the case was sent back to the primary land mortgage 
bank for disbursement of the loan on the execution of the mortgage deed 
by the borrower. After disbursement of the loan, the primary bank was 
required to cause a search for 12 years and obtain a non-encumbrance 
certificate from the registering officer, in terms of the Registrar’s instruc¬ 
tions contained in his circular No. 6 dated 8 September 1969. 

Public Enquiry Officers 

34. Under the existing system, co-operative inspectors attached to the 
respective blocks were appointed as public enquiry officers. Since these 
officers had other multifarious assignments it had not been possible for 
them to complete the enquiry within the specified time limit. In view of 
this and having regard to the fact that the borrowers from land mortgage 
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banks were scattered, it is suggested that the strength of public enquiry 
officers may be suitably augmented consistent with the work-load. 

Staff in the Sub-Registrar's Office 

35. One of the reasons for delay in disbursement is the delay in carrying 
out the search for want of records etc., at the sub-registrar’s office. It is 
suggested in this context that the government be moved to allocate an 
assistant to attend exclusively to the work of land mortgage banks at 
least in the leading sub-registrar’s offices in the area of operations of the 
primary land mortgage banks. 

Submission of Affidavit along with Land Plans 

36. Intending borrowers are required to submit along with the applica¬ 
tion an affidavit to the effect that they were the real owners of the land 
proposed to be mortgaged while submitting applications. Submission of 
such affidavit did not appear to serve any useful purpose since under the 
public enquiry system, the intending borrowers were required to submit 
original cadastral and revisional settlement records and last three years’ 
rent receipts along with the loan application. The practice of obtaining 
the affidavit, along with land plan may, therefore, be discontinued. 

Land having Co-sharers 

37. As there had been considerable delay in the disposal of mutation 
applications sent by the primary land mortgage bank, on behalf of intend¬ 
ing borrowers having co-sharers in the proposed hypotheca, the sanction 
of loans took an unusually long time and ultimately affected the fulfil¬ 
ment of the loan programme by the primary bank. The alternative of 
prevailing upon the co-sharers to become co-applicants for the proposed 
loan did not also mitigate these difficulties as the co-sharers were in most 
cases not willing to contract this liability. The question of liberalising 
the existing procedural requirement, viz., acceptance of part jama may 
have to be considered after getting it approved through appropriate 
legislation, so as to avoid the lengthy procedure of mutation. 

Levy of Fees 

38. During the course of the Team’s visits to the primary land mortgage 
banks, one of the reasons given for the slow growth of long-term co¬ 
operative credit was the abnormally heavy fees levied generally by all the 
primary land mortgage banks on the prospective borrowers. For a 
loan of Rs 5,000, for example, fees levied by the banks ranged between 
Rs 50 and Rs 90. Charges of a similar order were not recovered by 
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commercial banks for the term-loans issued by them. With a view to 
facilitating expansion of long-term loans from land mortgage banks it is 
suggested that the recovery of fees may be reduced substantially to bring 
them down at least to about 50 per cent of what they are now. Since it 
has already been suggested by us that the state government may provide 
subsidy for taking care of the losses of the primary land mortgage banks, 
there should be no difficulty for the banks in reducing the fees as 
recommended by us. 

Penal Interest 

39. There was no uniformity in regard to charging of penal interest on 
overdue loans by the primary land mortgage banks. The rates varied 
from 1 per cent to 5 per cent above the normal lending rates. The by-laws 
of the banks may be amended with a view to providing uniform rate of 
penal interest for all banks. 

Repaying Capacity 

40. While examining loan applications, land mortgage banks generally 
attached greater importance to the security aspect than to the repaying 
capacity of the borrower. While examination of the title to land and 
valuation of hypotheca are important, a detailed and accurate assessment 
of the repaying capacity of the borrower is necessary for the purpose of 
determining the amount of loan which might be sanctioned. The assess¬ 
ment of repaying capacity was not based on incremental income arising 
out of the development (except in the case of special development 
schemes) although the Reserve Bank had been suggesting that repaying 
capacity should be estimated at 75 per cent to 90 per cent of the net 
incremental income. The repaying capacity of the borrower was generally 
worked out by the banks as representing the difference between, on the 
one hand, the estimated income comprising gross value of produce and 
other off-farm income, if any, and on the other the estimated expenditure 
comprising family expenditure, cultivation expenses, land rent etc. But 
no uniformity was noticed as between the different banks in following 
even this method. The area under cultivation of different crops was not 
indicated. As a result, the assessment of the value of produce became 
highly arbitrary. In fact, the gross value of agricultural produce was, 
in several cases, calculated in such a manner as to arrive at the desired 
amount which would leave sufficient surplus for the borrower to repay 
the annual instalment inclusive of interest. The central land mortgage 
bank also had not issued any clear guidelines to the primaries in this 
respect. Further, it was noticed that the expenses for the maintenance of 
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a rural family (consumption needs) as taken into account by different 
primaries in determining the repaying capacity varied widely between 
Rs 120 and Rs 350 per adult per annum although the same was worked 
out by the National Sample Survey at Rs 420. Thus, family expenditure 
was deflated obviously to show adequate repaying capacity. Another 
method adopted for the purpose of augmenting repaying capacity of a 
borrower was to include off-farm income to show sufficient surplus 
justifying the instalment fixed. 

Security 

41. The amount of loan sanctioned to an applicant was normally 
determined in relation to the purpose and also the value of security 
offered subject also to the maximum limit that could be sanctioned to 
an individual (at present Rs 10,000 except for purchase of tractors for 
which the limit is Rs 25,000). Valuation of land, as stated earlier, was 
approved by the state government in April/August 1968 on the basis of 
average of 5 years’ sale statistics of lands of similar type in the neigh¬ 
bourhood. The eligibility of loan under normal schemes was 60 per cent 
of the value of the hypotheca worked out on the basis of the rate fixed 
by the state government for a district. Under the special schemes approved 
by the ARC, however, the cost of the improvement was added to the 
value of the land and 50 per cent of the valuation so arrived at was the 
maximum up to which a loan was sanctioned. No minimum acreage of 
land holding was insisted upon for sanction of loans for pumpsets, agri¬ 
cultural machinery, etc. While in respect of shallow tubewells, loans were 
sanctioned to the extent of full cost, loans for tractors and powertillers 
were allowed up to 90 per cent of the cost thereof and in case of pump- 
sets, up to 95 per cent of the cost on the basis of quotations from the 
dealers. The borrower was required to give his own estimate and this 
was examined by an officer of the bank taking into consideration the 
existing market rates for similar items of work. The latter approved it 
if it was found reasonable or made suitable changes, wherever necessary. 
For loans for pumpsets, the amounts were sanctioned on the basis of 
quotations from the dealers. 

Joint Loans 

42. There was no system of sanctioning joint loans to a group of small 
farmers for wells and other minor irrigation works, particularly where 
the applicant was not in a position to offer adequate security for the loan 
applied for by him. Primary banks had not also fixed a minimum limit of 
land-holdings for loans for different purposes. 
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Period of Loans 

43. According to the instructions of the West Bengal Central Co¬ 
operative Land Mortgage Bank, the period of repayment was fixed by 
the primaries for all loans sanctioned to individuals (except for tractors, 
powertillers and pumpsets) with reference to the loan amounts, as 
indicated below, and not according to the borrower’s repaying capacity 
and life of the assets acquired out of the loans. 

Loan up to 

(i) Rs 1,000 

(ii) Rs 1,001 to Rs 2,000 

(iii) Above Rs 2,000 

Loans for pumpsets were granted by the primary banks uniformly for a 
period of 10 years while those for tractors and powertillers were issued 
for 7 years. Thus, even in cases where the repaying capacity would have 
warranted issue of loans for 7 or 10 years, the period of repayment was 
stretched to 10 or 15 years respectively. 

Disbursement 

44. Generally, there was no practice of issuing loans in instalments 
according to the progress of work, particularly for purposes such as 
levelling and improvement of land, excavation of tanks/ponds or digging 
irrigation channels. Loans were advanced in one lump sum by almost 
all the primaries. In the case of 2 banks, e.g., Jalpaiguri and Arambagh, 
the practice of issuing loans for wells, tanks etc., in instalments had been 
recently introduced. In Purulia branch of the central land mortgage 
bank, loans for wells were given to marginal farmers in instalments 
after watching the progress of work, while loans to other category of 
borrowers in the district were advanced in a lump sum. 

Utilization 

45. Verification of utilization of loans was generally not done by the 
supervisory staff of the primary banks or the branches of the central 
land mortgage bank. Nor was this work attended to by the inspectorial 
staff of the co-operative department of the state government looking 
after the work of land mortgage banks. Primary banks generally pleaded 
that they did not have the requisite field staff for the purpose. The state 
government had earlier stated that the services of a complement of 
20 supervisors would be placed at the disposal of the central land mortgage 
bank for posting them to the primaries. Since verification of utilization 
of loans is all the more important in the case of long-term loans for 
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agricultural development, it is necessary to ensure that the verification 
is done efficiently by the supervisors of primary banks and of the branches 
of the central land mortgage bank. To ensure that supervisors performed 
this function properly, a counter check of a sample of the loans by the 
managers of primary banks is essential. A further check by the officers 
attached to the central land mortgage bank may also be arranged, 
though on a small scale. 

Recovery of Loans and Overdues 

46. The poor recovery performance had resulted in the accumulation 
of heavy overdues in almost all primary banks and the branches of the 
central land mortgage bank. The overdues of all the banks (including 
branches) increased from Rs 18.47 lakhs as on 30 June 1969 to 
Rs 61.92 lakhs as on 30 June 1973 and constituted 45 per cent and 
58 per cent of the demand respectively for the relative years. The classi¬ 
fication of banks according to the percentage of overdues to demand 
for 1972-3 is given in Table 8. 


TABLE 8 


Primary Banks According to Overdues 


Range of overdues at the primary/ 
branch level as on 30.6.1973 

Names of primaries/ branches 

Up to 15% of the demand for 1972-3 

Between 16 and 25% of the demand 
for 1972-3 

(i) Contai 

(ii) Darjeeling 

Between 26 and 40% of the demand 

(i) Jhargram 

(ii) Tamluk 

for 1972-3 

(iii) Birbhum 
(v) Cooch Behar 
(vii) Howrah 

(iv) Alipurduar 
(vi) Murshidabad 

Between 41 and 50% of the demand 

(i) Burdwan 

(ii) Katwa-Kalna 

for 1972-3 

(iii) Hooghly 
(v) Jalpaiguri 

(iv) Arambagh 
(vi) Nadia 

Above 50% of the demand for 1972-3 

(i) Midnapore 
(iii) Purulia 
(v) Raiganj 

(vii) 24 Parganas District 
(viii) North 24 Parganas 

(ii) Bankura 
(iv) Balurghat 
(vi) Malda 


47. From the period-wise classification of overdues given in Table 9, 
it will be seen that a very substantial portion thereof was overdue for 
three years and above. 

The reasons for the disquieting position of overdues have been 
mentioned by us in the report at various places. The reasons as adduced 
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TABLE 9 

Period-wise Classification of Overdues 


Rs Lakhs 


Period 

Amount of overdues 

Percentage to total 


as on 30.6.72 

(1) 

(2) 

(3) 

Below 1 year 

17.09 

30.7 

Between 1 and 2 years 

15.72 

28.3 

„ 2 and 3 „ 

10.80 

19.4 

„ 3 and 4 „ 

7.27 

13.1 

„ 4 and 5 „ 

2.29 

4.1 

Above 5 years 

2.44 

4.4 


55.61 

100.0 


by the primary land mortgage banks for the accumulation of heavy 
overdues were successive floods and droughts in a number of districts, 
general political unrest resulting in deteriorating law and order situa¬ 
tion, absence of supervisory machinery, lack of adequate assistance from 
departmental staff, inordinate delays in disposal of distraint and sale 
cases filed by the banks, difficulties in getting bidders when lands under 
sale cases were put to auction, lack of effective action by the government 
for recovery of loans granted by them etc. 

However, as observed by the Study Team of the All-India Central 
Land Development Banks Co-operative Union in its report, although 
the reasons for overdues might be true to some extent as explained, 
both the primary banks and the central land mortgage bank seemed 
to have made no serious efforts for collection of overdue instalments in 
time. The staff available with the primaries and the central land 
mortgage bank was small and inadequate to undertake any concerted 
and purposeful action for recovery of overdues. 

Further, the pace of action against defaulters by the primary land 
mortgage banks was very slow. In the primary banks visited by the 
Study Team, it was observed that sale cases filed by the primaries 
against defaulting members did not in some cases even cover the over- 
dues above three years. The relative details in respect of banks visited 
are given in Table 10. 

48. As the overdues of the primaries touched a high level of 
Rs 61.92 lakhs, there had been defaults to the central land mortgage 
bank which reached the disquieting level of Rs 24.85 lakhs as on 
30 June 1973 as can be seen from Table 11. 
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TABLE 10 

Position Regarding Sale Gases 


Rs Lakhs 


Name of primary 
bank 

Total 
overdues 
as on 
31.3.73 

Overdues 

between 

1 and 3 
years 

Overdues 

above 

3 

years 

Amount 
covered 
by sale 
cases 

24 Parganas District 

11.26 

4.52 

1.75 

1.00 

Malda 

3.36 

0.66 

0.36 

0.69 

Balurghat 

3.34 

1.33 

1.80 

2.70 

Hooghly 

2.16 

1.13 

0.36 

0.93 



TABLE 11 

Defaults by Primary Banks 


Rs Lakhs 

Sr. 

No. 

Name of the primary 
bank 

Demand for 
the year 
1972-3 

Amount of 
default as 
on 30.6.73 

1. 

Alipurduar 

0.78 

0.30 

2. 

Arambagh 

1.51 

0.84 

3. 

Bankura 

6.18 

3.06 

4. 

Birbhum 

2.51 

0.94 

5. 

Cooch Behar 

1.48 

0.80 

6. 

Hooghly 

3.10 

0.77 

7. 

Howrah 

1.32 

0.57 

8. 

Jalpaiguri 

1.50 

0.17 

9. 

Jhargram 

0.67 

0.10 

10. 

Katwa-Kalna 

1.20 

0.76 

11. 

Malda 

2.97 

1.26 

12. 

Midnapore 

20.57 

8.99 

13. 

Nadia 

4.69 

0.97 

14. 

24 Parganas North 

1.65 

0.85 

15. 

Tamluk 

1.52 

0.24 

16. 

24 Parganas District 

10.16 

4.23 




24.85 


Almost all the banks were ineligible to draw funds fully from the 
central land mortgage bank according to the discipline enforced by the 
Reserve Bank for regulating the advances of central land development 
banks to primaries/branches since November 1971. 


There was thus shrinkage of credit at the level of the primaries/ 
branches in relation to the lending programme as would be seen from 
the data given in Table 12. 
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TABLE 12 

Lending Prooramms and Actual Advances 


Rj Lakhs 


Financial year 

Programme 

Eligibility 
for lending 

Actual advances 

of lendings 

made by the 
primaries/ 
branches 

1971-2 

200.00 

95.40 

101.00 

1972-3 

300.00 

144.75 

86.74 


It was observed by us that while during 1971-2 the advances made 
by some of the banks, were in excess of their eligibility limits 
(Statement 3), during 1972-3, the banks’ advances were far below the 
overall eligibility limit of Rs 144.75 lakhs. 

49. The shrinkage in business of the banks had affected their income 
considerably. Eleven out of 21 primary banks in the state suffered losses 
during 1971-2. Some of the remaining banks also showed smaller profits 
than in the previous year as can be seen from Table 13. 

TABLE 13 

Primary Banks— Pnom and Loss Position 


Rs Lakhs 


Sr. 

Name of the primary bank 

Profit (+)/Loss(—) 

No. 




1970-71 

1971-2 


1. 

Gooch Behar 

- 0.18 

+ 0.20 

2. 

Alipurduar 

- 0.31 

- 0.52 

3. 

Jalpaiguri 

+ 0.34 

4- 0.29 

4. 

Raiganj 

- 0.12 

- 0.07 

5. 

Balurghat 

+ 0.14 

- 0.09 

6. 

Malda 

— 

+ 0.04 

7. 

Murshidabad 

- 0.03 

- 0.07 

8. 

Nadia 

-f 0.27 

+ 0.08 

9. 

North 24 Parganas 

- 0.05 

- 0.91 

10. 

11. 

24 Parganas District 

Howrah 

- 2.10 
- 0.20 

+ 0.58 
+ 0.02 

12. 

Hooghly 

- 0.57 

+ 0.02 

13. 

Arambagh 

- 0.26 

- 0.18 

14. 

Burdwan 

- 0.15 

- 0.33 

15. 

Katwa-Kalna 

- 0.09 

- 0.10 

16. 

Birbhum 

+ 0.21 

+ 0.02 

17. 

Bankura 

+ 0.13 

+ 0.01 

18. 

Midnapore 

+ 0.15 

+ 0.93 

19. 

JhargTam 

- 0.20 

- 0.22 

20. 

Cental 

— 

- 0.07 

21. 

Tamluk 

- 0.09 

- 0.23 
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Except 2 banks, viz., 24 Parganas* District and Midnapore, the net 
profits for the year 1971-2 of the remaining primary banks did not 
exceed as small a sum as Rs 29,000. The profits earned by 4 banks 
were insignificant. The nominal or no profit earned by the banks was 
indicative of their inability to employ staff of the requisite ability and 
strength. 

Management 

50. Presently, the managers of the primary land mortgage banks and 
the branches of the central land mortgage bank are officers of the rank 
of inspectors of co-operative societies deputed by the co-operation depart¬ 
ment to work as the chief executive officer in these banks/branches in 
terms of the provisions in the by-laws of the primary land mortgage 
banks. Although these managers had received training in co-operation 
and land mortgage banking, they are liable to be reverted to the depart¬ 
ment, whenever exigencies of service so needed. This makes the position 
of the primaries difficult as whatever experience and personal contacts 
the managers had gained would be lost to them and it would take 
considerable time for the new officers to acquaint themselves with 
problems and techniques of long-term agricultural financing. In regard 
to departmental managers, the Study Team appointed by the All-India 
Central Land Development Banks Co-operative Union was of the view 
that the government staff manning the banks might be replaced by a 
common cadre of officers to be maintained by the central land mortgage 
bank. The relevant recommendation of the Union’s Study Team is 
as under : 

“Departmental personnel on deputation in the bank cannot by the 
very nature of it have a permanent interest as they could get them¬ 
selves reverted back to the parent department when desired. They 
have limitations in their approach to the government departments 
and senior officers. So, in the normal circumstances, not much initia¬ 
tive could be expected from them in establishing contacts and co¬ 
ordination with other government departments to uphold the 
interests of the organization because of their junior positions in 
the department. The government staff manning the banks may 
be replaced by central land mortgage bank’s own staff of officers 
maintained on a common cadre. Such staff belonging to a cadre 
maintained under the aegis of the central land mortgage bank 
could strive to improve the working of the primaries by establishing 
closer contacts and co-ordination with the concerned government 
departments at various levels.” 
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We also feel that in order that the chief executive officers of the 
primaries are persons with adequate experience in land mortgage banking 
and can enjoy freedom from departmental interference in the discharge 
of their duties, it would be desirable that the central land mortgage bank 
maintains and administers a cadre of its own consisting of suitably 
qualified and trained officers to work as managers of the primaries/ 
branches. To start with, the cadre may be restricted to the posts of 
managers of primary land mortgage banks and gradually extended to 
accountants and supervisors. The cost of maintaining such a common 
cadre may also have to be subsidised by the state government in the 
initial period as a measure of strengthening the long-term co-operative 
credit structure in the state. 

Besides the manager, the staffing pattern of the primaries consisted 
of one accountant or assistant accountant, outdoor officers (one or more 
depending on loan business) for scrutiny of loan applications and making 
spot visits to applicants for assessing their loan requirements, valuation 
of hypotheca etc., one or two search clerks and a few other clerical staff 
for dealing with accounts and other general matters. Excepting the 
primary banks in SFDA/MFAL areas, no separate posts of supervisors 
had been created for verification of utilization of loans and for recovery 
of loans on due dates. In the primary banks visited by the members of 
the Study Team, it was found that the outdoor officers and search clerks 
were being utilized for collection work, in addition to their normal 
duties, particularly during March-June. A separate cadre of supervisors 
to exclusively attend to the three important items of work, viz., dealing 
with loan applications, verification of utilization of loans and collection 
of instalments due from individual members, is essential in the context 
of the complex work and responsibility associated with the features of 
the new lending policies. As on 31 March 1973, 23 primary banks/ 
branches had a total complement of 76 outdoor officers/supervisors. On 
the basis of the projected increase in loan business in all these banks/ 
branches by the end of 1975-6, we have assessed that the primary banks/ 
branches would require 83 additional supervisors and 30 clerks to cope 
with the work-load that would devolve on them. In the absence of any 
machinery for verification of utilization of loans and also to bestow 
proper attention on the recovery of dues by spot visits, the primary land 
mortgage banks/branches would neither be able to fulfil the loan pro¬ 
grammes in future nor improve the present unsatisfactory position of 
overdues at the members’ level. The state government may provide 
subsidy to the additional supervisors needed for the primary land 
mortgage banks for ensuring effective collection drives and verification 
of end-use of credit. 
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51. The management of primary land mortgage banks in West Bengal 
vests in board of directors which, according to their by-laws, should 
comprise 12 to 15 elected directors, not more than 3 nominees of A class 
shareholder (state government) and such other directors as may be 
appointed by the Registrar of Co-operative Societies. In practice, the 
boards of directors of most of the primaries comprised elected directors 
only (e.g., Burdwan, Katwa-Kalna and Jalpaiguri). Although the state 
government have contributed to the share capital of 18 out of 21 
primaries, it has not appointed government nominees in most of the 
banks. The state government may take steps to appoint its nominees 
as provided for in the by-laws of the banks. Further, we are of the view 
that these nominees may be appointed from government officials, such 
as Assistant Registrar of the Range, the District Agricultural Officer 
and the Project Officer in the case of SFDA/MFAL districts so that 
there is close co-ordination between the policies of the state government 
and those followed by the banks. The chairman of the central co¬ 
operative bank of the district/area may also be represented on the board 
of directors of the primary land mortgage bank for securing close co¬ 
ordination between long-term and short-term co-operative credit. 
Further, to make the board a compact body, the number of elected 
directors may be reduced to not more than 10. The by-laws of the 
primary land mortgage banks may have to be suitably amended for 
the purpose. 

Management of Resources 

52. One of the important aspects of the problem of management of 
resources of land development banks relates to avoidance of any build-up 
of idle resources. The Reserve Bank has been suggesting to the central 
land development banks that the primaries and the branches should 
disburse loans in the first instance out of their own resources and should 
seek reimbursement from the central land development banks later. For 
this purpose and also with a view to ensuring better management of 
resources by the primary land mortgage banks, the Reserve Bank has 
also been suggesting that cash credit accommodation should be arranged 
with the central co-operative banks or branches of commercial banks 
on behalf of the primaries located at the respective centres, so that they 
might first issue loans to their members by drawing on the cash credit 
limits and thereafter reimburse themselves from the central land develop¬ 
ment bank. It was, however, noticed by us that although the central 
land mortgage bank had agreed to stand as guarantor for a cash credit 
limit for Rs 0.50 lakh each to be provided by the central co-operative 
banks to Alipurduar, Birbhum, Jalpaiguri, Malda and Cooch Behar 
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primary banks none of the primary banks, except Alipurduar, had 
availed itself of any cash credit accommodation in this respect. In several 
cases, loans outstanding against members at the primary level were 
found to be much less than the latter’s outstanding borrowings to the 
central land mortgage bank. Such deficits mainly arose out of un¬ 
disbursed amounts of loans lying with primaries not remitting 
recoveries promptly to the central land mortgage bank for adjustment 
against borrowings. As a result, the primaries had to suffer loss of 
interest, apart from the loss on account of the time-lag between the 
receipt of remittances from the central land mortgage bank and the 
actual disbursement of loans to the ultimate borrowers later. Further, 
it was found that the funds drawn by some of the primary banks visited 
by the members of the Study Team and officers of the Agricultural Credit 
Department of the Reserve Bank, viz., Balurghat, Bankura, Burdwan, 
Hooghly, Malda, Nadia, Purulia and 24 Parganas District from the 
central land mortgage bank were kept idle for considerable periods 
which resulted in loss of interest to the primaries, apart from the scope 
for diversion of undisbursed amounts to other purposes (Statement 4). 
During the years 1971-2 and 1972-3 up to (31 March 1973), repayments 
to the West Bengal Central Co-operative Land Mortgage Bank, were 
not commensurate with the recoveries effected during the period from 
the borrowing members, particularly in Bankura, Malda, Nadia and 
24 Parganas District primary land mortgage banks in 1971-2 and 
Balurghat, Burdwan and Hooghly primary land mortgage banks in 
1972-3. The recoveries effected by the primaries during a few months 
spread over from January to March were usually held with them till 
1 April, i.e., the due date for repayment of annual instalments of the 
borrowing from central land mortgage bank. The average cash and bank 
balances in the current accounts maintained by Nadia and 24 Parganas 
District primary banks were also on the high side ranging from 
Rs 1.08 lakhs to Rs 3.02 lakhs. In order to set the position right, the 
following steps should be taken by the central land mortgage bank. 

(1) Suitable amount by way of cash credit accommodation either 
from the district central co-operative bank or from the State Bank of 
India may be provided to each primary land mortgage bank. Alter¬ 
natively, the central co-operative land mortgage bank may allocate from 
its limit for interim accommodation sub-limits to the primary banks to 
be drawn by them as and when necessary. Every effort should be made 
to make a judicious use of resources by evolving suitable procedures 
with the object of avoiding idle build-up of resources. 

(2) Undisbursed amounts lying with the primary land develop¬ 
ment banks for long periods may be refunded to the central land 
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mortgage bank without delay and necessary adjustments may be made 
promptly at all levels. 

(3) Procedural delays in disbursement of loans may be reduced. 

With a view to maintaining the discipline for judicious use of funds, 
each land mortgage bank should maintain 3 separate accounts as 
instructed by the Reserve Bank of India. On its part, the central land 
mortgage bank may ensure, through its inspectorate as well as by calling 
for periodical returns that separate accounts are held by each primary 
bank and there is no diversion of funds. 

Viability of Primary Land Mortgage Banks 

53. The following assumptions were made for the purpose of the 
classification of primary land mortgage banks and branches of the central 
land mortgage bank. 

(a) For assessing viability, the period of 3 years adopted in the 
study was taken as from July 1973 to June 1976 (i.e., 3 co-operative 
years commencing from 1 July 1973) uniformly for all the banks 
and all financial projections made on the basis of loans outstanding as 
on 30 June 1972. 

(b) Every primary bank was expected to have a minimum com¬ 
plement of staff of manager, accountant, technical supervisor, supervisor, 
clerk, typist and peon. 

At present, the managers of primary banks, as stated earlier are 
departmental personnel. It was assumed that the cost of the managers 
along with that of other personnel would be borne by the respective 
bank. The cost adopted in this case was the actual emoluments paid to 
the existing incumbents. Having regard to the need for streamlining the 
maintenance of accounts, particularly in the context of revitalisation and 
reorganization of the banks, it was assumed that each bank should have 
one accountant. The cost of qualified and trained accountant adopted 
for the study was Rs 500 per month. 

The primary banks did not have any technical personnel of their 
own. The technical work was attended to by the technical personnel 
of the state government, the cost of which was borne by the state 
government. The state government had recently issued instructions that 
20 supervisors (qualified agricultural graduates) would be posted to 
the technical cell constituted in the central land mortgage bank and 
they would be deputed to the primary banks for preparation and 
implementation of the special schemes to be refinanced by the ARC. For 
the purpose of the study, one such technically qualified supervisor was 
assumed to have been provided for each primary bank and the cost 
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adopted therefor was Rs 450 per month. Since the state government 
proposed to subsidise the cost of technical supervisors for a period of three 
years, it was further assumed that this subsidy would be provided at 
the rate of 100 per cent in the first year, 66.2/3 per cent in the second 
year and 33.1/3 per cent in the third year. The primary banks should 
bear the cost of the technical supervisors. 

(c) In the case of all other categories of staff, the actual 
emoluments paid to them were taken into account towards the cost of 
establishment. The number of supervisors, clerks and peons had been 
worked out on the following basis : 

(i) 1 supervisor for every 400 old cases and 1 supervisor for every 
200 new applications, at a salary of Rs 250 per month. 

(ii) 1 clerk for every 400 to 600 cases (both old and new) at a 
salary of Rs 250 per month. 

(iii) 1 peon for a loan business of Rs 30 lakhs (both old and new) 
and one additional peon for every further increase of 
Rs 30 lakhs, at a salary of Rs 150 per month. 

In working out the actual requirements of the staff, no suggestion 
was made for retrenchment. The existing strength in typists cadre had 
been retained and additions were recommended only if significant 
increase in loaning business/staff was noticed. 

(d) The amount of each loan case was assumed to be around 
Rs 3,000 worked out on the basis of average loans issued to cultivators 
by primary banks in West Bengal. On this assumption, the total number 
of cases in respect of old loans as well as future lending programmes of 
the primary banks was arrived at for assessing the staff requirements 
as per the above norms. 

(e) Each primary bank was having its own legal adviser and the 
legal fees collected from the intending borrowers were kept by it. 

(f) No land valuation officer was appointed either at the primary 
land mortgage bank or central land mortgage bank level as the valuation 
of the hypotheca was done by the primary banks themselves on the 
basis of the rate of valuation according to the types of land fixed by the 
state government for each district by notification. 

(g) An increase of 20 per cent, 30 per cent and 40 per cent of 
the normal loan business of the primary banks had been projected in 
the first, second and third year respectively from the base year, based 
upon the past perfortnance and the potentiality of the area. 

As regards the special development loans under the ARC- 
refinanced schemes, 80 per cent of the proposed outlay in respect of 
schemes already sanctioned and under implementation had been taken 
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into account during the next 3 years. For the schemes pending 
consideration of the ARC, only 60 per cent of the outlay had been 
considered for the purpose of projections for the next 3 years. 

A project for integrated development of minor irrigation, road 
and markets envisaging a total outlay of Rs 50.60 crores including 
Rs 30.11 crores under minor irrigation works (deep tubewells and river 
lifts programme—Rs 18.91 crores and the programme of shallow tube- 
wells to be owned by individual cultivators or groups—Rs 11.20 crores) 
has been prepared by the state government envisaging assistance from 
the World Bank and forwarded to the Government of- India. The project 
covered selected blocks in nine districts of the state, viz., Hooghly, 
Burdwan, Nadia, Murshidabad, Malda, West Dinajpur, Cooch Behar, 
Darjeeling and Jalpaiguri. It was assumed that about 10-25 per cent of 
the shallow tubewells programme would be handled by some of the 
primary land mortgage banks. 

(h) The outstanding loans at the end of each year were worked 
out after allowing recoveries to the extent of 10 per cent of the out¬ 
standings at the beginning of the year. The period of repayment for 
loans by the central land mortgage bank and primary land mortgage 
banks was, by and large, as follows : 

(i) Loans up to Rs 1,000 7 years 

(ii) Loans between Rs 1,001 and Rs 2,000 10 years 

(iii) Loans above Rs 2,000 15 years 

In view of this, the average recoveries had been reckoned as 10 per cent 
for the instalments spread over 10 years. 

(i) T.A. and D.A. and other expenditure were projected with an 
increase of 10%, 20% and 30% from the preceding year in the first, 
second and third year respectively depending, inter alia, on the increase 
of loan business, past expenses and additional requirements of supervisors. 
A suitable increase (in view of the annual increments) of pay and 
allowances had also been provided for the existing staff as well as for 
audit fee and other expenses. 

(j) A provision for payment of bonus as per the by-laws of each 
primary bank and also under Rule 95(4) of die Bengal Co-operative 
Societies Rules, 1942, not exceeding one month’s salary of each employee, 
had been made before arriving at the gross profits as per the practice 
obtaining in the primary banks and the amount thus arrived at had 
been included under the item ‘other expenses’. 

(k) The primary land mortgage banks collected admission fees, 
enquiry fees, search fees, legal fees etc., from the applicants (i.e., 
intending borrowers), which formed part of their gross earnings. These 
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receipts were included under the income of the primaries according to 
the rates of fees, etc., fixed by each bank. There was no uniformity 
among the primary banks in regard to the various fees charged by them. 
The fees varied from bank to bank within the ranges indicated 
below : 


Admission fee 

Re 1 to Rs 2 

Enquiry fee 

: First Rs 1,000: Rs 15; 


above this amount: 1 per cent 

Search fee 

Rs 2 to Rs 8 

Legal fee 

Rs 4 to Rs 10 

Public enquiry/miscellaneous 

Rs 5 to Rs 15 

fee 



(l) Payment of dividend at 2 per cent on shares held by members 
of the primary banks was taken into consideration and correspondingly, 
in arriving at the income, account had been taken for dividend at the 
rate of 4 per cent on the share money invested by primary banks with 
the central land mortgage bank. 

(m) In respect of loans under normal programmes, the central 
land mortgage bank was charging interest at 7 /\ per cent to the 
primaries and the primaries charged interest at rates varying from 9/ 2 
to 10 per cent to the ultimate borrowers. The interest margin for 
arriving at the income out of loan business has been uniformly worked 
out at 2/ 2 per cent. As, however, there were heavy overdues in most 
of the primary land mortgage banks, it would be unrealistic to take into 
account the entire interest accrued on loans outstanding as income 
actually received. Therefore, for the purpose of the study, income by 
way of interest was calculated at the uniform rate of 2/ 2 per cent on 
75 per cent of loans outstanding at the beginning of the year plus 
50 per cent of loans issued during the year in view of the fact that 
advances issued before November of a co-operative year fell due in 
March. 

(n) For arriving at the net profit, provisions for contribution to 
the co-operative development fund and statutory reserve fund had been 
made at rates prescribed under section 58(a) read with Rule 96(2) (i) 
of the B.C.S. Rules, 1942 and 56(2) of the B.C.S. Act, 1940 respectively. 

54. The study made on the basis of the assumptions enumerated above 
revealed that out of 23 primary land mortgage banks (including 2 
branches of the central land mortgage bank), 9 banks were viable, 
3 banks potentially viable and the remaining 11 banks non-viable as 
shown in Statement 5. The bank-wise particulars are given in Table 14. 
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TABLE 14 

Viability op Primary Banks 


Name of the district 

Name of the primary land 
mortgage bank/branch 

Whether district or sub-divisional 
level bank 


1 

2 

3 

I. 

Viable Banks 



1. 

Bankura 

1. Bankura 

Entire district (2 sub-divisions; 

2. 

Birbhum 

2. Birbhum 

—do— 

3. 

Burdwan 

3. Burdwan 

3 sub-divisions out of 5 in Burdwan 
district 

4. 

Hooghlv 

4. Hooghly 

3 out of 4 sub-divisions in Hooghly 
district 

5. 

Malda 

5. Malda 

Entire district (1 sub-division) 

6. 

Midnapore 

6. Midnapore 

2 out of 5 sub-divisions in 
Midnapore district 

7. 

Murshidabad 

7. Murshidabad 

Entire district (4 sub-divisions) 

8. 

Nadia 

8. Nadia 

Entire district (2 sub-divisions) 

9. 

24 Parganas 

9. 24 Parganas 

2 sub-divisions out of 6 in 24 
Parganas district 

II. 

Potentially Viable Banks 


1. 

Hooghly 

1. Arambagh 

1 sub-division of Hooghly district 

2. 

Purulia 

2. Purulia (branch of 
CLMB) 

Entire district (1 sub-division) 

3. 

Burdwan 

3. Katwa-Kalna 

2 out of 5 sub-divisions in Burdwan 
district 

III. 

Non-viable Banks 



1. 

Cooch Be liar 

1. Cooch Behar 

Entire district (5 sub-divisions) 

2. 

Darjeeling 

2. Darjeeling (branch 
of CLMB) 

Entire district (4 sub-divisions) 

3. 

Jalpaiguri 
—do— 

3. Jalpaiguri 

4. Alipurduar 

1 sub-division of Jalpaiguri district 
—do— 

4. 

Howrah 

5. Howrah 

Entire district (2 sub-divisions) 

3. 

Midnapore 
—do—- 
—do— 

6. Contai 

7. Jhargram 

8. Tamluk 

1 sub-division of Midnapore district 
—do— 

—-do— 

6. 

24 Parganas 

9. North 24 Parganas 

4 sub-divisions of 24 Parganas 

7. 

West Dinajpur 

10. Balurghat 

1 sub-division of West Dinajpur 
district 


—do— 

11. Raiganj 

2 sub-divisions of West Dinajpur 
district 
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A summary of the position is given below: 


Type of 

Banks 



Number of 

Banks 

Viable 

Potentially Non-viable 
Viable 

Total 

District level 

5 

1 

3 

9 

Sub-divisional level 

4 

2 

8 

14 


9 

3 

11 

23 


55. The following conclusions emerged from the study : 

(i) Of the 21 primary banks and the 2 branches of central land 
development bank, 9 were district level banks (including 2 
branches of the central land development bank). In the 
remaining 6 districts, 14 primary banks were operating with 
the area of operation of each covering 1, 2 or 3 sub-divisions 
of the district concerned. The study revealed that 5 of the 
district level banks were likely to turn out to be viable units, 
viz., Bankura, Birbhum, Malda, Murshidabad and Nadia. 

(ii) Of the remaining 4 district level banks, one, viz., Purulia 
(branch of central land development bank) was found to be 
potentially viable. The other three banks, viz., Cooch Behar, 
Howrah and Darjeeling (branch of central land development 
bank) were found to be non-viable units. 

(iii) Among the 14 primary banks operating at sub-divisional levels, 
4 banks viz., Burdwan, Hooghly, Midnapore and 24 Parganas 
District were grouped under viable units. Two banks, viz., 
Arambagh and Katwa-Kalna would be in the category of 
potentially viable units. The remaining 8 banks (Alipurduar, 
Jalpaiguri, Contai, Jhargram, Tamluk, North 24 Parganas, 
Balurghat and Raiganj) would not be able to attain viability. 

(iv) Of the 5 district level banks which had been categorised as 
viable, their loans outstanding at the end of the third year 
would be in all cases more than Rs 30 lakhs. 

(v) Four other sub-divisional level banks which might turn out 
to be viable had also projected loans outstanding of Rs 30 
lakhs and over at the end of 1975-6 (third year). 

(vi) The three potentially viable banks/branch (1 district level, 
viz., Purulia and 2 sub-divisional level, viz., Arambagh and 
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Katwa-Kalna) were expected to attain a loan business of 
just around Rs 30 lakhs except Arambagh which was likely 
to have a loan outstanding of Rs 27.80 lakhs at the end of 
the third year. 

(vii) Ten primary banks and one branch of CLMB which we 
have assessed as non-viable units, were expected to attain 
a loan business ranging from Rs 17 lakhs to Rs 32.95 lakhs 
as per details furnished below: 


Range of Loan Business No. of Banks Name of Bank/Branch 


Outstandings between Rs 15 and 1 Jhargram 
Rs 20 lakhs 


Outstandings between Rs 20 and 
Rs 25 lakhs 

Outstandings between Rs 25 and 
Rs 30 lakhs 


5 Alipurduar, Tamluk, North 
24 Parganas, Balurghat and 
Raiganj 

4 Jalpaiguri, Cooch Behar, 
Howrah and Darjeeling 


Outstandings above Rs 30 lakhs 1 Contai 

17 


As indicated above, 10 out of the 11 primary banks/branch of CLMB 
were expected to reach a loans outstanding of above Rs 20 lakhs at 
the end of the third year. That inspite of this they had to be categorised 
as non-viable units was attributable in the main to the banks’ poor 
financial position/unsatisfactory state of affairs as a result of which 
they were not left with any surplus after providing for the appropria¬ 
tions necessary. In fact the working of these banks would result in 
net losses ranging from Rs 0.04 lakh to Rs 0.41 lakh in the year 1975-6, 
without providing for further appropriations, viz., dividend, bonus etc. 


56. Another important indication which emerged from the study was 
that the decision of the Government of West Bengal to organize 17 more 
primary banks at the sub-divisional level during the Fourth and Fifth 
Plan periods did not appear to be based on either the viability potential 
of the new banks or the repercussions the new banks would have on the 
viability of the existing banks in view of the curtailment of the areas of 
operation of some of them. It was learnt that the main consideration 
which had weighed with the state government in deciding upon the 
formation of new primary banks was to take land mortgage banking as 
near to the borrowers as possible. The main conclusion emerging from 
the study was that the position of viability of the existing primary land 
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mortgage banks was none too satisfactory and that it would require all 
efforts and energies on their part to break even in the near future. There¬ 
fore, instead of opening a number of primary banks which do not hold 
out the promise of attaining viabiliy in the near future, the pattern of 
organization at the base level for some time to come, should be, we feel, 
extension of a network of branches of the existing primary banks for 
the following reasons. 

(i) The branches will require less staff than the primaries and 
there will be no need to have any board of directors. The cost 
of management will, therefore, be considerably lower. 

(ii) It will not result in curtailment of the area of operation of the 
existing primaries. 

(iii) Above all, organization of branches will adequately serve the 
purpose of taking land mortgage banking nearer to the likely 
borrowers which the state government have in view. Even so, 
the places where branches should be opened will have to be 
determined not merely in relation to absence of primaries in 
the sub-division but primarily having regard to the volume 
of business potential and other relevant factors. The plan 
for reorganization of primary land mortgage banks in the 
state has been discussed later. 

57. At present the scheme for grant of subsidy by the state government 
is confined to new primary land mortgage banks. The scheme may cover 
the new branches of primary land mortgage banks. 

Role of Land Development Banks 
Potential for Agricultural Development 

58. According to the report of the Study Team on Co-operative Agri¬ 
cultural Credit Institutions in West Bengal, the state has both good and 
bad geophysical features affecting its agricultural economy. The various 
types of soil occuring in different regions are generally deficient in 
nitrogen, organic matter and lime. The hill areas of the north are good 
for production of tea. The south-western districts of Midnapore, Bankura, 
Burdwan, Birbhum and Purulia having laterite soils provide scope for 
raising good crops subject to availability of irrigation facilities. The 
plains of the north and the south comprising the major parts of the 
districts of Cooch Behar, Jalpaiguri, Nadia, West Dinajpur, Malda, 
Murshidabad, Hooghly, Howrah and 24 Parganas are of superior 
fertility suitable for growing a variety of crops. The estuarine swamps 
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of 24 Parganas arc, however, mostly under mangrove forests and are of 
very limited use for cultivation. The average rainfall in the state is about 
175 cms. It ranges from 500 cms. in the Himalayas to 117.5 cms. in 
Bankura. Certain areas of the state have, therefore, been subject to 
droughts or floods. Droughts in the state, however, often mean, want of 
adequate rainfall in time than complete failure of rainfall. Floods are, on 
the other hand, not always without their compensating feature of 
regeneration of land with fresh deposits of silt. Nevertheless, the problems 
arising as a result of floods, waterlogging and drought need to be tackled 
in order to improve the prospects of economic growth in the affected 
districts. Precise data about the total area affected by these calamities 
are not available. The problem of waterlogging is more widespread in 
24 Parganas, Howrah, Hooghly, Murshidabad and East Midnapore 
Districts and flood control measures are needed in certain districts, viz., 
Howrah, 24 Parganas, Jalpaiguri, Malda, Cooch Behar and Nadia. The 
problem of drought needs attention in certain affected parts of Nadia, 
Birbhum, West Midnapore, Bankura and Purulia Districts. 

59. The National Council of Applied Economic Research in its Techno- 
Economic Survey of West Bengal conducted in 1959-60 had estimated 
the total minor irrigation potential from sources like barrages, diversion 
works, small dams, tanks, lift irrigation etc., at about four lakh hectares. 
The prospects for exploring groundwater sources exist in almost all the 
plain districts in varying degrees. The prospects are particularly bright 
in Burdwan (south), Hooghly, Murshidabad, Nadia, Howrah, West 
Dinajpur, Midnapore (east), 24 Parganas and Bankura (east). These 
range from moderate to good in Birbhum, Bankura, Midnapore (central 
east), Burdwan (north), Jalpaiguri, Cooch Behar and Malda. The areas 
which have poor prospects include Burdwan (west), Bankura, Midna¬ 
pore (central west), Darjeeling and Purulia. 

60. During 1970-71, the cropping pattern in the state was dominated 
by rice which accounted for about 72 per cent of the gross cropped area 
at 63.17 lakh hectares. During 1973-4 (Fifth Plan base level), the level 
of gross cropped area was expected to reach the figure of 73.52 lakh 
hectares as indicated in Table 15. 

61. Because of fertile soils and increasing population, land to the 
maximum limit has already been brought under the plough in the state. 
In 1968-9, 63 per cent of the total area was sown, which was above the 
all-India average of 45 per cent. An idea of the leeway to be done would 
be had from the fact that in relation of the net sown area in the state and 
the long-term loans outstanding as on 30 June 1973, the average invest- 
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TABLE 15 

Gross Cropped Area in Fifth Plan 



Area Under Cultivation (Lakh Hectares) 


1970-71 

1973-4 

Rice (Autumn, Winter and Summer) 

45.98 

51.15 

Jute (Including Mesta) 

5.65 

5.10 

Wheat 

0.41 

4.25 

Maize 

0.50 

0.50 

Pulses, Barley, Potato, Oilseeds and other 
crops 

10.63 

12.52 

Total.. 

63.17 

73.52 


mcnt of long-term loans worked out to Rs 11 per hectare as against the 
all-India average of Rs 46 per hectare as on 30 June 1971. It may be 
stated that on the basis of such an analysis the West Bengal Central Co¬ 
operative Land Mortgage Bank Ltd., has been placed in Group C by 
the Working Group on Co-operation for the Fifth Five Year Plan. On 
the other hand, forest coverage in the state was also lower (13 per cent) 
as compared with the country’s average (21 per cent). There was, there¬ 
fore, only a marginal scope for increasing the area under cultivation. The 
cultivable area available per head was only 0.88 hectare which was 
about two-thirds of the all-India figure of 1.21 hectares. The average 
size of holding in the state was very small being only 3 acres which was 
about half of the all-India average of 6.5 acres. Obviously, because of 
the small size of farm holdings, there is limited scope for use of tractors. 
The strategy for raising agricultural production would, therefore, have 
to depend mainly on intensive cultivation comprising multiple cropping, 
introduction of short duration high-yielding varieties with special 
emphasis on high-yielding wheat and boro paddy (summer paddy). 

Agencies Providing Long-term Credit 

62. The institutional set-up for providing long-term loans to agricul¬ 
turists of West Bengal consisted of the following : 

(i) Co-operative land mortgage banks 

(ii) Commercial banks 

(iii) State government 

(i) Co-operative Land Mortgage Banks 

The performance of central land mortgage bank and of primary 
land mortgage banks has already been discussed at length in the earlier 
paragraphs. 
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(ii) Commercial Banks 

Commercial banks are recent entrants in the field of agricultural 
financing, having taken up this activity earnestly only after the 
nationalisation of 14 major Indian banks in July 1969. Three banks, 
viz., United Bank of India (eight districts), United Commercial Bank 
(four districts) and Central Bank of India (three districts) had been 
assigned the role of ‘lead’ banks for fifteen districts in the state 
(excluding Calcutta). 

Data relating to the term loans extended by all the commercial 
banks in West Bengal as on the last Fridays of June and September 1972 
and as on 31 December 1972 are furnished in Table 16. 


TABLE 16 

Term Loans Provided by Commercial Banks 

Rs Lakhs 


Position as on 

Direct finance to fanners for 
agricultural operations (medium/ 
long-term credit) 

No. of 
accounts 

Balance 

outstanding 

Last Friday of June 1972 

15,704 

564.94 

Last Friday of September 1972 

16,871 

583.25 

31 December 1972 

17,375 

615.00 


Separate figure regarding recovery performance in respect of term 
loans was not available. However, the percentage of total recoveries to 
total demand in respect of agricultural credit extended by the banks was 
21.3 as on 30-6-1972. 

One of the factors which was mentioned as having an adverse effect 
on the development of long-term co-operative credit was the more ready 
availability of loans from the commercial banks vis-a-vis loans from 
land mortgage banks. The apprehension was expressed that the steps 
recently taken by the commercial banks such as giving up the require¬ 
ment of mortgage and allowing concessional rate of interest under the 
policy of differential interest rates for weaker sections laid down by 
the central government were bound to have an impact on the develop¬ 
ment of long-term co-operative credit. Commercial banks have an edge 
over the land mortgage banks in that they are able to cater to both 
the long-term and short-term credit requirements of their agricultural 
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borrowers. With the recent enactment of the West Bengal Agricultural 
Credit Operations Act 1973 removing certain disabilities of commercial 
banks in financing agriculture vis-a-vis the co-operatives there is likely 
to be a spurt in commercial bank credit for agriculture. According to 
the targets indicated by the Working Group for the Fifth Plan, com¬ 
mercial banks are expected to advance from their own resources (without 
refinance from ARC) term loans of Rs 30 crores during the Plan period. 

(iii) State Government 

Apart from the land mortgage banks and the commercial banks, the 
state government had been advancing through its agriculture department 
sizeable funds by way of term loans to agriculturists for purchase of 
pumpsets and installation of shallow tubewells. Cultivators owning at 
least 2 acres and not more than 10 acres of land were eligible to draw 
the loans from the state government. Individual cultivators could get 
loan up to 80 per cent of the total cost of sinking a filter point shallow 
tubewell subject to a maximum of Rs 3,000. Farmers having small 
holdings could form groups so as to have a holding of 8-10 acres of 
compact blocks for being eligible for loans for sinking of shallow tube- 
wells up to the entire cost of sinking of filter points subject to a 
maximum of Rs 4,000. Pumpset loans up to 90 per cent or 95 per cent 
of the cost including accessories and pumphouse were provided by the 
government to individual farmers. Loans for both purchase of pumpsets 
and installation of shallow tubewells were repayable in 5 annual equated 
instalments. While loans for installation of shallow tubewells carried 
interest at the rate of 4.^4 per cent per annum, those for pumpsets were 
charged 8 per cent per annum. For timely repayment, a rebate 
of 1 per cent was allowed in case of former loans and 2 per cent in case 
of those for the latter purpose. Further, loans up to Rs 750 for shallow 
tubewells and Rs 4,000 for pumpsets could be availed of by the culti¬ 
vators merely against execution of bonds in the prescribed form, without 
having to resort to the cumbersome procedure of mortgaging the land. 
With the allotment of funds for the former purpose, disbursement of 
such loans had risen to a sizeable magnitude as will be noticed from 
the data for the last three years given in Table 17. 

In this context, it may be observed that loans issued by the primary 
land mortgage banks to the farmers in West Bengal for these two 
purposes amounted to Rs 48.98 lakhs, Rs 53.66 lakhs and Rs 36.36 lakhs 
during 1970-71,1971-2 and 1972-3 (up to 31 March 1973) respectively. 
The rate of interest charged was 10 per cent per annum. As lendings 
by the state government were on softer terms and the state government 
did not also have an effective machinery for recovery of the dues, 
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TABLE 17 

Funds Allotted by State Government and Loans Given 


Rs Lakhs 



1970-71 

1971-2 

1972-3 


Amount 

allotted 

No. 

distributed 

Amount 

allotted 

No. 

distributed 

Amount 

allotted 

No. 

distributed 

1. Pumpset loans 

375.13 

13,122 

451.33 

9,632 

552.99 

16,125 

2. Shallow tubewells 

160.02 

13,205 

115.96 

8,103 

210.67 

10,000 


farmers were not inclined to avail themselves of credit facilities from land 
mortgage banks. Besides, on many occasions, the unrealised loans were 
written off by the state government. In 1971-2, an amount of Rs 9 crores 
was remitted by the state government on account of all types of agri¬ 
cultural loans issued by it. The remission had created a feeling among 
the cultivators that the government loans need not be repaid. In this 
context the Study Team on Co-operative Credit Institutions in West 
Bengal has observed as follows : 

“While the government’s intention has no doubt been to fill in the 
gap left by the other sources of finance, our attention has been 
drawn to certain features relating to the disbursement and recovery 
of these loans which had adverse repercussion on the development 
of co-operative credit. Either because of lack of records or because 
of the lack of drive for recoveries under an arrangement under 
which while the disbursement of such loans is made by the agri¬ 
culture or other state’s departments, the responsibility for recoveries 
is placed on the Collectors/District Magistrates, the recovery of 
such loans has not been properly attended to. Even on a very 
optimistic estimate, it might not have come up to even 10 per cent of 
the demand. The remissions of agricultural loans from time to time 
has led the state government to grant remissions in the recent years 
which have been of the order of about Rs 10 crores. The remissions 
have created a feeling among the cultivators that government loans 
need not be repaid. This, in turn, has an ominous psychological 
impact on the repayment of loans advanced by the co-operatives 
for agriculture which are taken by the cultivators to be government 
loans. In our visits to several districts, the point has been stressed 
both by the officials and the non-officials that the remissions granted 
by the state government have made the process of recovering co¬ 
operative dues extremely difficult. This has been adduced as one 
of the main causes for the rise in overdues during the last few years.” 
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Investment Target of Long-term Loans 

63. As against a modest target of Rs 13 crores fixed for the Fourth Five 
Year Plan period by the state government, the total loans outstanding at 
the primary level as on 31 March 1973 amounted to Rs 561.72 lakhs 
only. The shortfall in the achievement was mainly due to heavy over- 
dues at the primary level rendering the primary banks ineligible to draw 
funds from the central land mortgage bank. Other factors were opera¬ 
tional inefficiency and delay in disposal of loan applications. We 
came across instances where the intending borrowers withdrew their 
loan applications because of delay in sanction. Under the existing system, 
the co-operative inspectors attached to the respective blocks are 
appointed as public enquiry officers. Since these officers had multifarious 
assignments, it has not been possible for them to complete the work within 
the specified time. In view of this and having regard to the fact that 
the borrowers from land mortgage banks are scattered, the strength of 
public enquiry officers may be suitably augmented consistent with the 
workload and they may be provided with supporting staff. 

In view of the foregoing, it is doubtful whether the investment 
target of long-term credit, as proposed by the state government and 
recommended by the Working Group set up by the Planning Com¬ 
mission for the Fifth Plan period at Rs 40 crores (Rs 25 crores for 
normal programmes and Rs 15 crores for the special programmes to be 
refinanced by ARC) would be achieved. It will be seen from the details 
furnished in Statement 6 that bank-wise targets have not been split up 
between normal and special loans. 

The Working Group on Co-operation for the Fifth Five Year Plan 
has suggested a general list of identifiable productive purposes. As 
recommended by the Working Group, the following may also be in¬ 
cluded under identifiable productive purposes : 

(1) Composite scheme for dairy and livestock development, milch 
cattle, sheds etc. 

(2) Purchase and installation of machinery for processing of own 
farm produce. 

Besides, to enable the land mortgage banks to cater more and more 
for the needs of small and economically weak farmers the following 
concessions and liberalisation have been suggested by the Working Group 
on Co-operation for the Fifth Plan : 

(1) Adoption by the banks of a positive policy of canvassing appli¬ 
cations for the weaker sections and provision of adequate 
credit to them on a priority basis. 

(2) Encouraging bigger cultivators who can repay loans in a 
shorter period to seek medium-term credit. 
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We are in agreement with the above suggestions and recommend 
that they may be given effect to early. 

Floatation of Debentures 

64. On the basis of the norms fixed by the Reserve Bank, the central 
land mortgage bank should have floated rural debentures/collected 
fixed deposits to the tune of Rs 5 lakhs during 1971-2 and Rs 6 lakhs 
during 1972-3, but the bank could collect fixed deposits from individuals 
to the extent of Rs 0.17 lakh only. The bank had earlier collected 
Rs 0.14 lakh from individuals towards deposits for floatation of rural 
debentures, but no such debentures could be actually floated by the bank 
till date. In view of the poor response to the scheme of rural debentures/ 
fixed deposits, it is felt that for a few years say, till the end of the Fifth 
Plan, no ratio need be fixed between the ordinary and rural debentures 
issued/fixed deposits collected by the West Bengal Central Co-operative 
Land Mortgage Bank. If, however, this is not feasible, a still lower ratio, 
say 1 per cent, may be fixed in this behalf. 

65. No special debentures were floated by the CLMB after 31 August 
1970 (till 31 March 1973) although refinance facilities for the bank’s 
lendings for special developmental schemes were available from the ARC. 

Prior to 1973, there was no technical cell in the central land 
mortgage bank to explore the possibilities of formulating and implement¬ 
ing suitable schemes, outside the programmes for ordinary loans. The 
cumulative effect of all this has been that the bank has not been able to 
avail itself of the advantages of refinance facilities from ARC. 

Special Schemes 

66. Although there is considerable potential for special development 
schemes with assistance from ARC, particularly in the fields of minor 
irrigation, plantations and horticulture, only five schemes involving a 
total outlay of Rs 50.49 lakhs and refinance assistance of Rs 45.86 
lakhs could be sanctioned by ARC to the West Bengal Central Co¬ 
operative Land Mortgage Bank. Two minor irrigation schemes in 
Hooghly and Nadia Districts involving financial assistance of Rs 28.78 
lakhs are currently under implementation. 

Ten schemes for a total amount of Rs 336.55 lakhs have been 
forwarded to the ARC—8 for minor irrigation (Rs 321.50 lakhs) and 2 
for horticulture (Rs 15.05 lakhs). Six schemes involving a total financial 
outlay of Rs 77.60 lakhs prepared by the CLMB have been submitted 
to the state government. 
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Factors Inhibiting Progress of Special Schemes and Remedial Measures 

67. The formulation and implementation of special development 
schemes call for specialised skills in the land mortgage banks, initiative 
on the part of the development machinery of the government both at 
the headquarters and at the districts and lower levels and a high degree 
of co-ordination between the land development banks, concerned state 
government departments, particularly the co-operation and agriculture 
departments, and other agencies like the state electricity board, Central 
Groundwater Board, ARC etc. However, the land mortgage banks, both 
central and primary', had no technical staff for identifying potential areas 
and preparing feasible schemes. Recently, a technical cell comprising a 
Deputy Director of Agriculture, an Assistant Registrar of Co-operative 
Societies and 20 agricultural graduates had been sanctioned to the 
CLMB of whom the first two officials have been appointed. The CLMB 
should evolve an arrangement for regular preparation of schemes in the 
different areas and ensure submission of a steady flow of schemes to the 
ARC. For this purpose, we feel that the district officials, particularly 
of the agriculture and co-operative directorates, should be involved in 
scheme preparation to a greater extent than hitherto. To initiate more 
schemes, a special cell was set up by the state government in September 
1971 which was reconstituted in December 1971, with the Special 
Secretary, Agriculture & Community Development Department as the 
chairman, the Special Officer & Ex-officio Additional Registrar of Co¬ 
operative Societies as the Convener and representatives from the agri¬ 
culture, fisheries and animal husbandry departments, ARC and the 
CLMB. However, the special cell met infrequently and the last meeting 
in June 1973 was held after the lapse of over a year. It is necessary that 
this cell is activised and made to play a larger role. The post of a 
Special Officer of the rank of Additional Registrar of Co-operative 
Societies was created in July 1971 for attending to work relating to 
SFDA/MFAL and ARC. The officer was also to be the convener of the 
special cell referred to above. The Special Officer has since been assigned 
various other items of work including the normal work of long-term 
credit in the co-operative directorate and he cannot pay enough atten¬ 
tion to the growth of special schemes. There should also be greater co¬ 
ordination at the district level between the land mortgage bank and 
the agriculture and co-operation departments and the officials in charge 
of planning and development. Although there is a groundwater and 
surface water investigation unit attached to the agriculture department 
of the state government, there has so far been practically no liaison 
between the central land mortgage bank and the groundwater uni t 
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The unit has not been associated with the drawing up of minor irriga¬ 
tion schemes of the central land mortgage bank. It is understood that 
the unit, which was set up in 1970, has not carried out programme- 
oriented investigations, to assist financial institutions in the financing of 
minor irrigation projects. It is essential that the services of the unit are 
made readily available to the central land mortgage bank for the identi¬ 
fication of areas having groundwater potential and preparation of 
special schemes. We understand that a Consultancy Unit of the Agri¬ 
cultural Refinance Corporation is being opened in Calcutta soon and 
advantage should be taken of the technical assistance available from 
it for the preparation of a larger number of schemes. 

68. Under the existing instructions of the Reserve Bank, land develop¬ 
ment banks are not permitted to issue loans from their own resources or 
from funds derived out of the ordinary debenture programme for the 
same purposes and in areas for which an ARC’s scheme has been 
sanctioned until the financing under special scheme is over. As ARC’S 
schemes are not of a size to fully exhaust the bank’s resources and when 
technical feasibility certificates are forthcoming and there is demand for 
loans, there does not appear to be any reason for placing restrictions on 
lending for similar purposes under the ordinary loaning. 

Creating Favourable Climate for Recoveries 

69. It will be seen from our observations in the earlier paragraphs that 
the main problem confronting land mortgage banks in West Bengal 
is that of overdues. The pace of action by the banks against defaulters 
was very slow. In the primary banks visited by the Study Team, sale 
cases filed against defaulter-members did not even cover the overdues 
over three years. It is essential that adequate and timely measures are 
taken to collect overdue loans. At the same time the Committee on 
Co-operative Land Development Banks may like to suggest to the 
Reserve Bank that it may consider waiving the discipline in regard to 
fresh finance vis-a-vis the percentage of overdues for this state at least 
for a few years. 

It was learnt from the land mortgage banks that the various collec¬ 
tion camps consisting of officers from the headquarters of the Co-opera¬ 
tive Department, the range Assistant Registrar of Co-operative Societies 
etc., organized for recovery of overdues confined their drives to short 
and medium-term loans only and did not deal with long-term loans, the 
Registrar’s instructions notwithstanding. As organization of similar 
collection camps for overdues relating to long-term loans alone will be 
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uneconomical, apart from other difficulties, it is suggested that the 
collection camps should, in future, devote equal attention to recovery 
of overdues relating to long-term loans. To ensure this, managers of 
primary land mortgage banks should be actively associated with such 
camps. Also, there should be greater involvement of the Assistant 
Registrars than hitherto in recovery of dues of land mortgage banks. 
Further, the state government should help the banks in the matter of 
recovery by delegating powers to the officials of the banks to conduct 
sales of mortgaged lands. Alternatively, the strength of sale officers 
should be reviewed vis-a-vis the number of pending sale cases and 
additional staff provided, wherever necessary. The District Magistrate, 
being in overall charge of the general administrative machinery at the 
district level, should also help by actively involving the field staff at 
his disposal for recovery of long-term co-operative dues. 

For the purpose of creating a climate conducive to recoveries, it 
is also necessary that the state government confines its loans to culti¬ 
vators only in times of distress. The funds should preferably be used 
to strengthen co-operative credit institutions. If at all it is considered 
necessary to lend directly, the state government may not provide loans 
to defaulters of co-operative loans or on more favourable terms than 
those applicable to loans from land mortgage banks. Further, before 
writing off taccavi loans, the government may, in future, carefully 
consider the repercussions of such a measure on the climate for recovery 
of co-operative dues. 

In the case of overdues arising from natural calamities, the state 
government may go to the rescue of land mortgage banks by providing 
adequate subsidies towards the portion of the defaults on the lines of 
the ‘Failed Wells Scheme’ in Maharashtra. Further, action should be 
taken for setting up stabilization funds at the levels of CLMB as well 
as PLMBs. At the initial stage the state government may sanction 
adequate grants for being credited to the funds, apart from allowing 
dividend in excess of 3 per cent on the shares held by the state govern¬ 
ment being transferred to the credit of the fund. The CLMB as well as 
PLMBs may transfer about 15 per cent of the net profits every year to 
the credit of the fund. Where instalments under long-term loans could 
not be repaid by members due to natural calamities, the amount 
involved need not be treated as overdue provided conversion facilities 
are allowed in respect of short-term loans in the same areas. Similarly, 
where dues from scheduled tribes are substantial in districts like 
Darjeeling, Purulia, Bankura and Malda, the relevant authorities may 
consider the feasibility of allowing the primaries of these districts to 
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exclude from the demand and overdues the amount of loans due against 
members of such tribes for the purpose of considering their eligibility 
for the supported programme. 

70. The land mortgage banks should, without any further delay, 
review their lending policies and procedures and adopt a more rational 
approach in regard to sanction of loans based on considerations of 
technical feasibility of the development and scientific assessment of 
repaying capacity of the borrower. The period of repayment should be 
fixed on the basis of incremental income following the development in 
the land and changes in the cropping pattern. Due consideration of the 
gestation period at the initial stage is necessary for fixing the repayment 
schedule. Due dates for repayment of loan instalments should synchro¬ 
nise with the harvesting period. It should be ensured that the banks 
have adequate number of qualified and trained supervisors to ensure 
proper utilization and follow-up of loans. 

71. Recently, two primary land mortage banks have been registered 
at Ghatal (in the area of operation of Midnapore PLMB) and at Kandi 
(in the jurisdiction of Murshidabad PLMB). With a view to ensuring 
that the recovery of dues from members in the area of operation of the 
newly set up banks is not affected, it is suggested that joint efforts 
should be made by the staff of both old and new banks in active colla¬ 
boration with the department in that direction. 

Special Staff to Assist the Registrar of Co-operative Societies 

72. The recommendations made by us to the Committee on Co¬ 
operative Land Development Banks for promoting long-term credit 
involve close follow-up by the Registrar of Co-operative Societies for 
their effective implementation. In this context, we suggest that there 
should be suitable functional re-allocation so as to have one Additional 
Registrar of Co-operative Societies exclusively for long-term co-opera¬ 
tive credit, who may be assisted by necessary complement of staff, say, 
one Deputy Registrar of Co-operative Societies, one Assistant Registrar 
of Co-operative Societies and staff of other categories. 

Plan for Reorganization of Land Development Banking 
Central Land Development Bank 
(i) Structural Reorganization 

73. The central land mortgage bank proposes to open three zonal 
offices conterminous with three co-operative zones, viz., Central at 
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Calcutta, Northern at Siliguri and Western at Burdwan, with a zonal 
manager of the rank of Assistant Registrar of Co-operative Societies in 
charge of each office. It has been reported that this has the concurrence 
of the state government. We are, however, of the view that the bank 
may not open any more branches for the present in view of our recom¬ 
mendations made later about structural reorganization at the primary 
level. 

(ii) Staffing Pattern 

74. The chief executive officer of the central land mortgage bank 
may be designated as Managing Director with clearly defined powers 
of control over the entire staff of the bank. He may be an ex-officio 
member of the Board. He should possess the necessary professional com¬ 
petence for discharging his duties. Further, the CLMB may set up an 
inspection cell consisting of two wings having broadly the following 
functions : 

(a) Inspection at regular intervals of the bank’s branches and the 
primaries and checking of their accounts. This wing which 
may be manned by staff possessing good knowledge of 
accountancy may be entrusted with the task of obtaining and 
scrutinising the compliance reports on the inspection reports. 

(b) Keeping continuous watch on the verification of utilization of 
loans and on the recovery performance of primaries/branches. 

Although a technical cell has been constituted in the bank, 
it is now equipped with only an agronomist and a deputy manager. 
The cell cannot function effectively unless it has the full complement of 
staff. 

(iii) Financial Assistance 

(a) Subsidy for opening of Zonal Offices 

75. In the draft Fifth Plan, the state government has provided for 
subsidy to the tune of Rs 1.60 lakhs for setting up the three zonal 
offices at Calcutta, Burdwan and Siliguri. 

(b) Share Capital Contribution 

76. The bank has not been able to build up adequate owned funds for 
providing loans and meeting the commitments of sinking fund invest¬ 
ments as collections from primaries were not adequate. As a result 
of the aggregate default of Rs 29.95 lakhs of the primaries, it had 
to meet the commitment of sinking fund investments from out of its 
own resources. Further, the accumulated losses of the bank, which 
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stood at Rs 25.24 lakhs as at the close of March 1973 had not only 
wiped out its entire reserves but also eroded the share capital to the 
extent of Rs 22.32 lakhs. In the circumstances, it seems necessary to 
provide some relief to the CLMB for tiding over its immediate financial 
stringency. It is, therefore, suggested that the state government may 
consider providing additional contribution of Rs 50 lakhs to the share 
capital of the bank from out of the loans obtained from the Long- 
Term Operations Fund of the Reserve Bank to enable it to replenish its 
disposable resources for meeting the lending programme to a larger 
extent with minimum recourse to interim accommodation. 

(iv) Training Programme 

77. It is necessary that the staff of both central land mortgage bank 
and primary land mortgage banks at all levels are trained. Managers, 
assistant managers, chief accountants and technical staff connected 
with appraisal of loan applications may undergo the short-term courses 
conducted by the Reserve Bank’s College of Agricultural Banking 
in Poona. The senior officers’ training course in Poona will also be 
of immense advantage to the senior officers of banks, and the short 
course on project planning and appraisal to the officers in the field. 
Besides, training courses conducted by the Co-operative Training 
College, Kalyani/the State Co-operative Union in the state should be 
utilised to advantage. Adequate practical training should be given to 
the staff at various levels. Short courses may also be arranged at 
Calcutta/Kalyani from time to time. 

Primary Land Mortgage Banks 

78. The areas where the present long-term co-operative credit struc¬ 
ture has a chance of survival are those covered by the following primary 
land mortgage banksi/branch of the central land mortgage bank : 

1. Bankura 

2. Birbhum 

3. Malda 

4. Murshidabad 

5. Nadia 

6. Burdwan 

7. Hooghly 

8. Midnapore 

9. 24 Parganas district 

10. Arambagh 

11. Katwa-Kalna 

12. Purulia (Branch of the Central 
Land Mortgage Bank) 
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In the areas served by the Darjeeling branch of the central land 
mortgage bank and primary land mortgage banks at Cooch Behar, 
Jalpaiguri, Alipurduar, Howrah, Contai, Jhargram, Tamluk, 24 
Parganas (North), Balurghat and Raiganj, the structure of long-term 
co-operative credit has virtually come to a standstill. Taking these 
banks into liquidation is not advisable firstly, because of its repercus¬ 
sion on other co-operative banks in the state and secondly, because 
experience has shown that liquidation proceedings have a tendency to 
drag on for several years. Efforts are needed for revitalising and 
strengthening these banks as far as practicable and feasible. Of these 
non-viable primary land mortgage banks (including the Darjeeling 
branch of the central land mortgage bank), the state government, in 
consultation with the Registrar of Co-operative Societies and the West 
Bengal Central Co-operative Land Mortgage Bank may draw 
up a scheme for the amalgamation of 8 non-viable primary land 
mortgage banks, viz., Alipurduar, Balurghat, Contai, Jhargram, 24 
Parganas (North), Jalpaiguri, Raiganj and Tamluk with the adjoining 
viable or non-viable banks as under : 


Name of the primary land mort- Name of the primary land mort¬ 
gage bank to be amalgamated gage bank with which the bank is 

to be amalgamated 


1. 

Alipurduar 

(Non-viable) 

Jalpaiguri 

(Non-viable) 

2. 

Balurghat 

( —d 

o— ) 

Raiganj 

( —d 

o— ) 

3. 

Contai 

( —d 

0— 

Tamluk 

( -do- ) 

4. 

Jhargram 

( —do— ) 

Midnapore 

( Viable ) 

5. 

24 Parganas 
North 

( -do- ) 

24 Parganas 
District 

( d 

0- ) 


After amalgamation, the question of opening branches at all important 
places convenient to the borrowers may be examined having regard 
to the volume of business potential and other relevant factors. We 
do not agree with the state government’s programme of setting up 
more primary banks at sub-divisional level for the present. As 
amalgamation by itself will not enable the banks to meet the cost of 
their staff etc., it is suggested that the state government may provide 
subsidy to these banks to take care of the shortfall between their income 
and expenditure for a period of about 5 years. Further, the state 
government may consider providing subsidy for 5 years to meet the 
losses of the other PLMBs as against 3 years as done now. The scheme 
for provision of subsidy for 5 years was in vogue some time back. 
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Also, in areas served by SFDA/MFAL agency, the government 
may consider providing 100 per cent staff subsidy to the primary land 
mortgage banks for the entire project period. 

f 

Arrangements in Areas where the LMBs may be by-passed 

79. In our opinion, the remaining two primary land mortgage banks, 
namely, Cooch Behar and Howrah and the Darjeeling branch of the 
central land mortgage bank are unlikely to lend any worthwhile 
support to long-term agricultural credit requirements in their areas. 
Consequently, other institutional arrangements to meet the needs of 
the cultivators have to be considered. As reorganization/rehabilitation 
of these three banks will be a fairly time consuming process, the course 
that suggested itself is that commercial banks may be assigned a 
supplementary role alongside these banks in the matter of provision 
of finance in these areas purely as a short-term measure till such 
time as these banks are in a position to shoulder responsibilities cast 
on them. We do not consider it advisable to close them or take 
them into liquidation for the reasons discussed in the earlier paragraph. 

Staff in PLDBs 

80. We suggest that the central land mortgage bank should have a 
cadre of its own consisting of suitably qualified and trained officers 
to work as managers of the primaries/branches of the central land 
mortgage bank. Besides the manager, each primary bank/branch 
should have a minimum complement of staff in the undemoted 
categories, the actual strength being determined with reference to the 
volume of loan business: 

1. Accountant 

2. Technical Supervisor 

3. Supervisor 

4. Clerk 

5. Typist 

6. Peon 

Share Capital Contribution to PLDBs 

81. All the 21 primary land mortgage banks and 2 branches of the 
central land mortgage bank in the state, barring the primary bank at 
Contai and the Darjeeling branch of the central land mortgage bank, 
had overdues above 15 per cent of the demand for the year 1972-3 



REORGANIZATION OF LAND DEVELOPMENT BANKS 689 


and hence were not eligible to obtain financial accommodation up to 
100 per cent of their lending programme from the central land mortgage 
bank as per the Reserve Bank’s direction. To enable the banks to get 
over this constraint, we recommend that the state government may 
give necessary assistance by contributing to the share capital of these 
20 primary land mortgage banks and the Purulia branch of the 
central land mortgage bank by borrowing from the Reserve Bank’s 
Long-Term Operations Fund. This would help bring down the level 
of the overdues of these banks notionally. We have worked out the 
total requirements in their behalf at Rs 46.08 lakhs (Statement 7). 
Such financial assistance from the government appears to be inevitable 
in the context of the imperative need for rehabilitating the weak banks 
in the state. 

Subsidy for opening of Branches of PLDBs 

82. We have discussed earlier that the state government envisaged 
40 primary land mortgage banks a't the end of the Fifth Plan, including 
the setting up of 11 new units at sub-divisional level during the Fifth 
Plan. In the draft proposals under the Fifth Plan, the state govern¬ 
ment had provided for subsidy amounting to Rs 7 lakhs for setting 
up 11 new primary banks. As already indicated, there is no 
need to register fresh primary banks. Instead, branches of the 
primary land mortgage banks may be opened wherever there is 
a felt need therefor and, consideration of viability warranted this. The 
state government may provide subsidy for opening of branches of 
primary land mortgage banks on the same lines as it is being provided 
by them for organizing new primary land mortgage banks. If considered 
necessary, relevant provisions in the state Rules for granting subsidy 
for opening of banks may be amended suitably. 

Co-ordination 

83. The activities of the agencies providing short-term and long-term 
credit have to be viewed as part of an integrated credit structure. 
In our visits to districts, this point was stressed both by the officials 
and the non-officials that non-availability of adequate and timely 
short-term credit from the short-term co-operative credit structure had 
been adversely affecting the programme of expansion of long-term 
co-operative credit. It may be that due to the insistence by the central 
co-operative banks in West Bengal on mortgage of land even for 
short-term loans notwithstanding the fact that the crop loan rules 
framed by the state co-operative bank provided for sanction of short¬ 
term loans for seasonal agricultural operations up to Rs 500 on surety 
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basis, the farmers are unable to offer any surplus land as mortgage 
security for obtaining their crop loan requirements from the societies/ 
central banks. We strongly recommend that the question of liberalising 
the loan policy of the central co-operative banks on the lines of the 
Reserve Bank’s Manual on production-oriented system of lending 
whereby mortgage of land would not be insisted upon at all for short¬ 
term loans should be taken up as a matter of urgency. However, till 
such time as this is not given effect to, the lead bank in the district 
may be approached in such cases to ensure that arrangements are 
made, either through its own branches or through branches of other 
commercial banks functioning in the concerned areas, for adequate 
and timely provision of short-term credit to those farmers who have 
made capital investments on their lands out of long-term loans obtained 
from primary land mortgage banks. 

For co-ordinated action between commercial banks and 
co-operative land development banks in regard to financing agriculture, 
the following steps are also recommended : 

(1) Where, due to financial and administrative weaknesses, it 
is not possible for land development banks to provide adequate 
credit for agricultural development, commercial banks may 
provide finance by organising new branches, if necessary, in 
the concerned areas. 

(2) Arrangements should be evolved for exchange of information 
regarding borrowers/defaulters to commercial banks and 
primary land mortgage banks to avoid double-financing. 

A high-powered state-level review committee on agricultural 
credit was constituted by the state government following the suggestion 
of the Study Team on Co-operative Agricultural Credit Institutions 
in West Bengal, to review the progress in implementing the various 
recommendations and also to resolving problems that might arise from 
time to time. In addition, there are two state level bodies, viz., special 
cell for ARC schemes of which the Special Secretary, Agriculture is 
the chairman and the state level co-ordination committee which has the 
Agriculture Commissioner as its chairman. At the meeting of the 
state-level review committee on agricultural credit held on 15 June 1973 
it was unanimously decided that all the three state-level review 
committees referred to above would be merged into one broad-based 
state-level committee to deal with all matters relating to agricultural 
finance, with one or two sub-committees. 
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STATEMENT 1 

West Bengal Central Co-operative Land Mortgage Bank Ltd—Financial 

Particulars 


Rs Lakhs 


Particulars 

1968-9 

1969-70 

1970-71 

1971-2 

1972-3 

(31-3-73) 

1. Membership 

34 

34 

66 

229 

229 

2. Paid-up capital 

26.14 

44.42 

59.37 

82.30 

84.38 

(Of which, by State Government) 

(10.00) 

(25.00) 

(35.00) 

(55.00) 

(55.00) 

3. Reserves 

2.46 

2.91 

2.91 

2.92 

2.92 

4. Borrowings 

(i) Debenture outstanding 

(a) Normal 

403.00 

469.18 

571.48 

644.98 

735.17 

(b) A.R.C. 

2.00 

3.30 

5.70 

5.70 

5.70 

(c) Rural 

— 


— 


~ 

(ii) Other borrowings 

(a) State Govt. Loan* 

22.84 

19.65 

16.30 

13.04 

12.25 

(b) Interim accommodation from 

Apex Bank-Limit sanctioned 

48.00 

30.00 

50.00 

25.00 

40.00 

Maximum utilization 

38.00 

30.00 

32.59 

25.00 

34.53 

Outstanding 

jyftvS'b 

30.00 

15.00 

— 

12.79 

5. Investments 

(i) Sinking fund 

(ii) Other investments 

71.73 

107.52 

147.69 

164.81 

212.25 

15.40 

49.55 

13.11 

25.97 

5.47 

6. Loans advanced 

(i) Normal 

105.80 

97.35 

124.78 

82.65 

66.03 

(ii) A.R.C. 

1.73 

3.16 

1.82 

5.75 

3.99 

7. Loans outstanding 

(i) Normal 

(ii) A.R.C. 

312.07 

371.41 

457.30 

492.10 

524.38 

3.39 

6.34 

8.05 

12.99 

16.85 

8. Overdues 

8.13 

9.01 

16.16 

21.05 

44.98 

9. Percentage of overdues to demand 

27.4 

21.2 

32.7 

33.4 

62.0 

10. Net profit (+)/net loss (—) during the 

year 

+0.63 

—6.49 

—5.83 

—10.11 



•The outstandings against this item comprised the transferred loans of Rs 13.25 lakhs 
from the apex bank, direct loans of Rs 10.75 lakhs received by C.L.M.B. from 16-9-58 and 
8-4-60 and the loan of Rs 15 lakhs received from the Agriculture Department of the state 
government during 1968-9. 
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STATEMENT 3 

Loan Target, Loan Eligibility and Actual Disbursement op Loans at the Primary 
Bank Level in West Bengal during the Financial Years 1971-2 and 1972-3 

Rs Lakhs 


Name of the PLMB/ 1971-2 1972-3 

branch of CLMB----- 

Loan Eligi- Advances Loan Eligi- Advances 

target bility made target bility made 


PLMBs 

1. Alipurduar 

2. Arambagh 

3. Balurghat 

4. Bankura 

5. Birbhum 

6. Burdwan 

7. Contai 

8. Cooch-Behar 

9. Hooghly 

10. Howrah 

11. Jalpaiguri 

12. Jhargram 

13. Katwa-Kalna 

14. Malda 

15. Midnapore 

16. Murshidabad 

17. Nadia 

18. North 24 Parganas 

19. Raiganj 

20. 24 Parganas Dist. 

21. Tamluk 


Branchs of CLMB 

1. Darjeeling 

2. Purulia 


6.00 

4.50 

4.75 

7.00 

4.20 

3.62 

10.00 

1.50 

0.26 

25.00 

6.25 

13.63 

10.00 

8.50 

6.09 

8.00 

4.80 

5.36 

7.00 

7.00 

4.57 

6.00 

3.60 

3.07 

14.00 

3.50 

4.04 

5.00 

3.75 

3.30 

10.00 

2.50 

0.59 

3.00 

2.25 

3.21 

7.00 

4.20 

1.88 

10.00 

2.50 

1.79 

30.00 

7.50 

10.93 

4.00 

3.00 

3.01 

15.00 

14.25 

17.88 

7.00 

3.50 

0.69 

6.00 

3.60 

2.09 

6.00 

1.50 

2.28 

4.00 

3.00 

3.59 


— 

— 

1.62 

— 

-- 

2.75 


10.00 

6.00 

4.01 

10.00 

5.00 

2.92 

7.00 

1.75 

0.34 

30.00 

7.50 

6.93 

15.00 

7.50 

5.97 

15.00 

4.80 

1.44 

12.00 

10.20 

8.62 

10.00 

10.00 

2.75 

20.00 

5.00 

2.91 

10.00 

5.00 

4.97 

10.00 

2.50 

1.39 

8.00 

4.80 

3.04 

8.00 

4.80 

0.63 

10.00 

2.50 

1.90 

19.00 

7.50 

6.88 

10.00 

10.00 

3.09 

30.00 

18.00 

14.95 

8.00 

2.00 

2.10 

7.00 

4.20 

1.51 

30.00 

7.50 

3.77 

7.00 

4.20 

2.55 


7.00 

7.00 

2.06 

7.00 

7.00 

2.01 


Total 200.00 95.40 101.00 300.00 144.75 86.74 
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STATEMENT 4 

Statement Showing Undisbursed Amounts Lying with the Primary 
Land Mortgage Banks in West Bengal 


Rs Lakhs 


Month 

Balurghat 

Bankura 

Nadia* 

Purulia 

24 

Parganas 

Dist. 

1 

2 

3 

4 

5 

6 


July 1971 


~R 

0.14 

_ 

0.51 

0.28 

_ 

D 

— 

— 

0.88 

0.28 

_ 

VD 

0.14 

— 

0.74 

— 

— 

August 1971 

R 

— 

1.27 

0.21 

_ 

_ 

D 

0.14 

0.06 

0.42 

__ 

_ 

UD 

— 

1.21 

0.45 

— 

— 

September 1971 

R 

— 

— 

2.32 

_ 


D 

— 

1.12 

0.68 

__ 


UD 


0.09 

1.86 

— 

— 

October 1971 

R 

— 

— 

0.89 

0.92 

0.05 

D 

— 

0.02 

1.89 

0.53 

_ 

UD 

— 

0.07 

0.94 

0.39 

0.05 

November 1971 

R 

— 

1.72 

0.04 

0.22 

0.03 

D 

— 

1.79 

1.38 

0.35 

_ 

UD 

— 

— 

0.30 

0.26 

0.08 

December 1971 

R 

— 

— 

3.07 

0.26 

— 

D 

— 

— 

3.28 

0.38 

0.01 

UD 

— 

— 

0.28 

0.14 

0.07 

January 197a 

R 

0.19 

4.59 

4.27 

— 

_ 

D 

— 

4.44 

2.35 

0.04 

0.01 

UD 

0.19 

0.15 

0.72 

0.10 

0.06 

February 197a 

R 

— 


1.24 

0.21 

_ 

D 

— 

0.15 

1.18 

0.08 

_ 

UD 

0.19 

— 

0.17 

0.23 

0.06 

March 197a 

R 

— 

1.62 

1.41 

0.38 

— 

D 

0.12 

1.13 

1.13 

0.08 

_ 

UD 

0.07 

0.49 

0.30 

0.53 

0.06 


(Conut.) 
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STATEMENT 4 ( Contd .) 

Statement Showino Undisbursed Amounts Lying with the Primary 
Land Mortgage Banks in West Bengal 


Rs Lakhs 


Month 

Balurghat Bankura 

Nadia* 

Purulia 24 




Parganas 




t>bt 

1 

2 3 

4 

5 6 


April 197 s 


R 

_ 

— 

0.21 

— 

— 

D 

— 

0.49 

0.88 

0.29 

— 

UD 

0.07 

— 

0.50 

0.24 

0.06 

May 197 s 

R 

— 

1.47 

0.90 

0.38 

— 

D 

— 

0.82 

1.06 

0.24 

— 

UD 

0.07 

0.65 

0.99 

0.38 

0.06 

June 197 a 

R 


— 

0.78 

0.10 

— 

D 


0.01 

0.70 

0.39 

0.06 

UD 

0.07 

0.64 

0.16 

0.09 

— 

July 197 a 

R 

— 

— 

1.36 

— 

1.03 

D 

0.07 

0.04 

0.76 

0.03 

— 

UD 

— 

0.60 

0.81 

0.06 

1.03 

August 197 a 

R 

— 

— 

0.77 

0.61 

— 

D 

— 

0.60 

0.96 

0.24 

0.63 

UD 

jR A -jp]9^ 

— 

0.38 

0.43 

0.40 

September 197 a 

R 

—— 

2.63 

0.82 

— 

0.20 

D 


2.04 

0.41 

0.05 

0.07 

UD 

— 

0.59 

0.39 

0.38 

0.53 

October 197 a 

R 

— 

0.27 

0.85 

— 

0.87 

D 

— 

0.12 

1.26 

0.08 

0.55 

UD 

— 

0.74 

0.37 

0.30 

0.85 

November 1977 a 

R 

— 

— 

1.79 

0.12 

— 

D 

— 

0.21 

2.80 

0.03 

0.23 

UD 

— 

0.53 

0.17 

0.39 

0.62 

December 197 a 

R 

0.17 

0.68 

0.46 

— 

— 

D 

0.01 

0.70 

1.82 

0.39 

0.02 

UD 

0.16 

0.51 

0.09 


0.60 


(Contd.) 
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STATEMENT 4 (Contd.) 

Statement Showing Undisbursed Amounts Lying with the Primary 
Land Mortgage Banks in West Bengal 


Rs Lakhs 


Month 

Balurghat 

Bankura 

Nadia* 

Purulia 

24 

Parganas 

Dist 

1 

2 

3 

4 

5 

6 

January 1973 

R 

— 

— 

1.81 

0.81 

0.75 

D 

0.02 

0.15 

1.26 

0.07 

_ 

UD 

0.14 

0.36 

0.41 

0.74 

1.35 

February 1973 

R 

0.03 

0.07 

1.49 

— 

0.92 

D 

0.07 

0.11 

1.46 

0.17 

_ 

UD 

0.10 

0.32 

0.25 

0.57 

2.27 

March 1973 

R 

— 

1.56 

3.45 

— 

— 

D 

0.10 

1.54 

1.72 

0.57 

1.29 

UD 


0.34 

0.32 


0.98 


R ■=> Receipts from CLMB 

D — Disbursement to members 

UD = Undisbursed amounts 


•The bank was seeking reimbursement after issue of loan and the undisbursed amount as 
furnished by it did not reconcile with receipts and disbursements. 
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STATEMENT 6 

Tentative Year-wise Break-up of the Fifth Five Year Plan Target of the Lani 
Mortgage Banks in West Bengal—Loans 


Rs Lakhs 


Sr. Name of the primary land 
No. mortgage bank/branch 

1974-5 

1975-6 

1976-7 

1977-8 

1978-9 

Total 

1. North 24 Parganas 

20 

25 

30 

35 

52 

162 

2. 24 Parganas Dist. 

30 

35 

40 

50 

68 

223 

3. Burdwan 

22 

30 

35 

40 

50 

177 

4. Katwa-Kalna 

12 

15 

18 

25 

35 

105 

5. Birbhum 

25 

30 

32 

35 

45 

167 

6. Howrah 

15 

20 

22 

25 

35 

117 

7. Hooghly 

25 

30 

35 

40 

50 

180 

8. Arambagh 

10 

15 

18 

25 

35 

103 

9. Bankura 

35 

45 

55 

65 

80 

280 

10. Nadia 

60 

85 

90 

115 

150 

500 

11. Midnapore 

50 

70 

75 

90 

125 

410 

12. Jhargram 

15 

18 

20 

25 

35 

113 

13. Contai 

20 

25 

30 

35 

45 

155 

14. Tamluk 

10 

12 

15 

20 

30 

87 

15. Balurghat 

10 

15 

20 

25 

35 

105 

16. Raiganj 

15 

20 

25 

30 

40 

130 

17. Jalpaiguri 

20 

25 

30 

35 

45 

155 

18. Alipurduar 

15 

25 

30 

35 

45 

150 

19. Gooch Behar 

15 

20 

25 

30 

40 

130 

20. Malda 

20 

25 

30 

35 

45 

155 

21. Darjeeling branch 

18 

20 

25 

30 

40 

133 

22. Purulia branch 

18 

20 

22 

25 

35 

120 

23. Murshidabad 

20 

25 

28 

30 

40 

143 


Total 


500 


650 


750 


900 1200 4000 
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STATEMENT 7 


Statement Showing the Likely Requirements of Share Capital Contribution by 
the State Government to the Primary Land Mortoaoe Banks in West Bengal 


Rs Lakhs 


District 

Name of Bank 

Demand 1 
as on 
30.6.73 

Overdues 
as on 
30.6.73 

15% of 
demand 

Requirements 
of share 
capital con¬ 
tribution from 
State Govt. 
(Excess of 
col. 4 over 
col. 5) 

1 


2 

3 

4 

5 

6 

Bankura 

1 . 

Bankura 

12.43 

8.91 

1.86 

7.05 

Birbhura 

2 . 

Birbhum 

2.96 

1.19 

0.44 

0.75 

Burdwan 

3. 

Burdwan 

7.22 

3.21 

1.08 

2.13 


4. 

Katwa-Kalna 

1.42 

0.71 

0.21 

0.50 

Cooch Behar 

5. 

Cooch Behar 

1.67 

0.52 

0.25 

0.27 

Darjeeling 

6 . 

Darjeeling (Branch of 






CLMB) 

0.22 

0.03 

0.03 

— 

Hooghly 

7. 

Arambagh 

1.68 

0.81 

0.25 

0.56 


8 . 

Hooghly 

5.20 

2.59 

0.78 

1.81 

Howrah 

9. 

Howrah 

1.52 

0.60 

0.23 

0.37 

Talpaiguri 

10 . 

Alipurduar 

0.92 

0.33 

0.14 

0.19 


11 . 

Jalpaiguri 

3.95 

1.94 

0.59 

1.35 

Malda 

12 . 

Malda 

3.83 

2.76 

0.57 

2.19 

Midnapore 

13. 

Contai 

1.68 

0.09 

0.25 

— 


14. 

Jhargram 

0.89 

0.28 

0.13 

0.15 


15. 

Midnapore 

26.86 

19.27 

4.03 

15.24 


16. 

Tamluk 

1.66 

0.49 

0.25 

0.24 

Murshidabad 

17. 

Murshidabad 

1.20 

0.46 

0.18 

0.28 

Nadia 

18. 

Nadia 

7.11 

3.11 

1.07 

2.04 

Purulia 

19. 

Purulia (Branch 

of 






CLMB) 

0.30 

0.18 

0.05 

0.13 

24 Parganas 

20 . 

North 24 Parganas 

2.18 

1.56 

0.33 

1.23 


21 . 

24 Parganas Dist. 

14.17 

8.59 

2.13 

6.46 

W. Dinajpur 

22 . 

Balurghat 

6.51 

3.69 

0.98 

2.71 


23. 

Raiganj 

1.16 

0.60 

0.17 

0.43 


106.74 61.92 16.00 


46.08 



Appendix 13 


STATISTICAL DATA RELATING TO CO-OPERATIVE 
LAND DEVELOPMENT BANKS FOR THE YEAR 1973-4 


Rs Thousands 


CLMB PLMB 

1. 

Number of banks 


19 

' 857 

2. 

Membership 





(i) Primary land 

development banks 

CO 

"-J 




(ii) Other co-operative 
societies 

1,859 




(iii) Individuals 

29,33,923 

29,36,629 

41,16,649 

3. 

Owned funds 


117,79,46 

51,18,81 

4. 

Deposits and other borrowings 


32,85,90 

474,98,76 

5. 

Debentures 


1143,28,37 

— 

6. 

Working capital 


1368,10,88 

558,72,63 

7. 

Fresh advances 





(i) Primaries 

84,40,19 




(ii) Individuals 

62,28,19 

146,68,38 

95,81,23 

8. 

Recoveries 


70,54,76 

82,82,25 

9. 

Loans outstanding 


914,06,56 

471,49,81 

10. 

Overdues 


41,70,87 

19,72,54 


Source: Statistical Statements relating to the Co-operative Movement in India. 



